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Preface

This report, the 19th issued by the United States Tariff Commig-
sion on the operation of the trade agreements program, relates to the
period from January 1, 1967 through December 31, 1967. The report is
is made pursuant to section 402(b) of the Trade Expansion Act of 1962
(76 Stat. 902), which requires the Commission to submit to the
Congress, at least once a year, a factual report on the operatibn of
the trade agreements program. 1/

During the year covered by this report, the Kennedy Round of
multilateral trade-agreement negotiations was successfully concluded.
In recognition of the importance of this evént; the 19th report pre-
sents a comprehensive account of the major problems and issues en-
countered by the contracting parties at the Kennedy Round negot;atigns
and the principal results achieved.

Other important developments, during 1967, discussed herein
relate to: actions by the United States affecting its obligations
under the trade agreements program; actions and programs initiated
under the GATT to implement the General Agreement on Tariffs and
Trade; and the major commercial policy developments in countries with

which the United States has trade agreements.

1/ The first report in this series was U.S. Tariff Commission,
Operation of the Trade Agreements Program, June 193k to April 1948,
Rept. No. 160, 24 ser., 1949, Hereafter that report will be cited
as Operation of the Trade Agreements Program, lst report. The 24,
3d, and succeeding reports of the Tariff Commission on the opera-
tion of the trade agreements program will be cited in similar short
form,
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The Trade Expansion Act of 1962 provided the legal framework
for conduct of the trade agreements program during the year under
review.

This réport was. prepared principally by Eleanor M. Hadley,
John F. Hennessey, Jr., Magdolna Kornis, Peter R. Kressler, and

George C. Nichols.
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Chapter 1

U.S. Actions in Connection With the Trade
Agreements Program

At the close of 1967, the United States had trade-agreement obli-
gations in force with nearly three-fifths of the nations of the world.
The obligations had resulted primarily from the joint membership of
the United States and its respective trading partners in the General
Agreement on Tariffs and Trade (GATT ). The remaining obligations
had been incurred through bilateral agreements that were still oper-
ative between the United States and certain individual countries; most
of the bilateral trade-agreement partners ﬁere in Latin America.

During 1967, five countries acceded to.full membership in the
GATT. The Kennedy Round of tariff negotiations was concluded in June
1967 after the participants had agreed to reduce sugstantially im-
port duties on industriai products and to increase access for‘aggi-
cultural commodities. During the Kennedy Round, an International
Grains Arrangement and an Antidumping Code were concluded and the
Long-Term Arrangement in Cotton Textiles (LTA) was renewed. During
1967, trade in automotive products continued to expand between the
United States and Canada, stimulated by the automotive products agree-
ment that had been in effect between the two countries since 1965.
During the year 16 groups of workers filed petitions for adjustment
- assistance under the Automotive Products Trade Act (APTA). 1In the
year under review, the United States contracted new bilateral agree-

ments and extended existing agreements in cotton textiles with nine

countries. Also during 1967, the U.S., Tariff Commission conducted a



number of investigations under the escape-clauée provisions of the
Trade Expansion Act of 1962 (TEA) and an investigation under section
22 of the Agricultural Adjustment Act of 1933. These developments

are discussed in detail in the sections that follow.

STATUS OF U.S. TRADE-AGREEMENT OBLIGATIONS

In recent years, U.S. trade-agreement obligations have origi-
nated both multilaterally andvbilaterally. Multilateral obligations
were contracted through U.S., participation in the GATT, and the bi-
latersal fhrough'U.S. hegotiations with individual countries. Obliga—
pions contracted under multilateral arrangements have predominated.
dbligations assumed under bilateral agreements in recent years have
‘been limited, primarily because of the accession to GATT membership
of former bilateral partners of the_Unitedlstates.

At the end of 1967, the United States had trade-agreement obli-
gations in force ﬁith 79 countries. Of these countries, 75 had
"mutual trade-agreement commitments with the United States as a re-
sult of their common membership in the GATT; 72 of them were full
cbﬁtracting parties,.ljg/ and the remaining three were provisional

contracting parties. §/ The United States also had trade-agreement

1/ The term "contracting parties," when used without initial capi-

tals (contracting parties) refers to member countries of the GATT,
acting individually; when used with initial capitals (Contracting
Parties), it refers to member countries acting as a group.

2/ Obligations with Switzerland resulted from both its full member-
ship in the GATT and a bilateral trade agreement with the United
States.

g/ Obligations with Iceland resulted from both its provisional mem-

bership in the GATT and a bilateral trade agreement with the United
States.



obligations in force through bilateral agreements with four non-

members of the GATT.

During 1967, five countries acceded to full mem-

bership in the GATT; three of them--Argentina, Barbados, and Poland--

already had trade-agreement commitments in force with the United

States. }/

The 79 countries with which the United States had trade-agreement

obligations in force on December 31, 1967, are identified below:

GATT--Full Contracting Parties 1/

Argentina 2/ Finland Kuwait Sierra Leone

Australia France Luxembourg South Africa

Austria Gabon Madagascar Spain

Barbados 2/ Gambia Malawi Sweden

Belgium Germany (Federal Malaysia Switzerland

Brazil Republic) Malta Tanzania

Burma Ghana Mauritania Togo

Burundi Greece Netherlands

Cameroon Guyana New Zealand Trinidad and

Canada Haiti Nicaragua Tobago -

Central African India Niger Turkey
Republic Indonesia Nigeria Uganda

Ceylon Ireland 2/ Norway United Kingdom

Chad Israel Pakistan Upper Volta

Chile .. Italy Peru Uruguay

Congo (Brazzavillé) Ivory Coast Poland 2 Yugoslavia

Cyprus Jamaica Portugal

Dahomey Japan Rhodesia

Denmark Kenya Rwanda

Dominican Republic  Korea 2/ Senegal

See footnotes at end of tabulation.

l/ Argentina had been a provisional contracting party to the GATT,
and also had a bilateral trade agreement in force with the United
States; before achieving its independence in 1966, Barbados had been
a Crown Colony of the United Kingdom, which had previously accepted
the rights and obligations of the GATT on behalf of Barbados; since
1959, Poland had been participating in the work of the Contracting
Parties under a special arrangement.



GATT--Provisional Contracting Parties

Iceland 3/ | Tunisia United Arab Republic

Bilateral Trade Agreements L/

Argentina 5/ Honduras 6 Switzerland 7/
El Salvador 6/ Iceland 3 Venezuela
. Paraguay 6/

;/ Czechoslovakia was also a full contracting party to the General
Agreement; in October 1951, however, with the permission of the Con-
tracting Parties, the United States had suspended its obligations to
that country.

In May 1962, the United States suspended the application of its
trade-agreement rates of duty to all products of Cuban origin, until
such time as the President decided that Cuba was no longer dominated
by the foreign government or foreign organization controlling the
. world Communist movement.

2/ Acceded during 1967.

§/ On Sept. 4, 1967, the Contracting Parties, in accordance with
Article XXXIII of the General Agreement, decided that Iceland could
accede fully to the General Agreement. By the close of the year,
however, Iceland had not yet acceded to full membership.

E/ The United States also had in force a preferential agreement with
the Philippines, concerning trade and other matters. This agreement
was concluded as a result of special legislation enacted during a
transitional period following the institution of Philippine independ-
ence; it was not negotiated within the framework of the reciprocal
trade-agreement program, which was inaugurated by the Trade Agree-
ments Act of 1934 and was continued by the Trade Expansion Act of
1962. (See "Philippine Trade Agreement Revision Act of 1955," Public
Law 196, 8Uth Cong. (Treasury Decision 53965; also Treaties and Other

International Acts Series 3348, U.S. Dept. of State, Sept. 6, 1955).)
2/ The governments of the United States and Argentina agreed, on

Dec. 27, 1967, that the bilateral agreement between the 2 countries
would remain in effect until the consolidated schedule of the United
States (Schedule XX) had been completed and so proclaimed by the
President of the United States. '

§/ The schedules of concessions and the provisions relating to them
were terminated in January 1961 for Honduras, in June 1962 for E1
Salvador, and in June 1963 for Paraguay.

Z/ The bilateral agreement between Switzerland and the United
States, contracted in 1936, was still in force at the close of 1967.



U.S. trade-agreement obligations were not materially increased
by the aforementioned accession of five countries to full membership
in the General Agreement during 1967. Four of these countries--
Argentina, Ireléhd, Korea and Poland--acceded under Article XXXIII of
the General Agreement; which provides the customary procedure for be~
coming a full contracting party. Barbados, on the other hand. écceded
under Article XXVI, which permits a contracting party to sponsor the
accession of a former territory on whose behalf it had previously ac-
cepted the rights and obligations of the General Aéreement. 1/

The accession by Argentina to full membership in the GATT did not
cause any significant change in U.S. or Argentine import duties on
commodities traded between the two countries. g/ Argentina had been a
provisional member of the GATT for several years before 1967, and had
concluded a bilateral trade agreement with the United States in l9hl.

Similarly, the accession of Poland to full membership in the
GATT resulted in no change of import duties on commodities traded be-

tween that country and the United States. ;/ In 1960, Poland had

1/ Before achieving its independence in 1966, Barbados had been a
Crown Colony of the United Kingdom. On Feb. 2, 1967, the United
Kingdom advised the Contracting Parties that Barbados had acquired
full autonomy in the conduct of its external commercial relations and
was thereby qualified to become a full contracting party to the GATT.

g/ During the course of the Kennedy Round, Argentina made a number
of concessions involving reduction of certain rates of duty. These
reduced rates, however, had been in effect for the United States,
under the U.S.-Argentine bilateral agreement. In October 1967, the
United States formally accepted the accession of Argentina to full
membership in the GATT.

3/ As one of the countries that engage in state-trading, Poland did
not maintain a conventional tariff system and could not, upon its-
accession to full membership in the GATT, grant any effective duty
concessions to the contracting parties. Accordingly, Poland, under
the terms of its accession, agreed to increase by 7 percent annually
the value of its imports from other members.



been granted most-favored-nation treatment by the United States. l/
During 1967, a number of countries participated in activities
sponsored under the General Agreement, either on a de facto basis g/
or under special grrangement. Such participation served to establish
limited trade;agreement relations between these countries and the
United States: At thé close of 1967, eight countries--Algeria,
Botswana, Congo (Kinshasa), Lesotho, the Maldive Islands, Mali,
Singapore, and Zambia--were applying the Geneéal Agreement on a de
facto basis; Cambodia had been participating in the work of the Con-

tracting Parties from November 1958, under a special arrangement sim-

‘ilar to a provisional accession.

TRADE~-AGREEMENT NEGOTIATIONS
During 1967 the United States participated in two types of
trade-agreement negotiations--those involved in concluding the
Kennedy Round and-those té satisfy claims for compensation that arose
from the adoption of the Tariff Schedules of the United States in

1963. 3/ The Kennedy Round negotiations are the subject of Chapter IV

1/ See U.S. Tariff Commission's Operation of the Trade Agreements
Program, l4th report, p. 66, and 15th report, p. 1k,

27 In November 1960 the Contracting Parties had established a pol-
icy whereby the provisions of the General Agreement could be applied
for a period of 2 years, subject to reciprocity, to a newly independ-
ent country to which, as a territory, the General Agreement had pre-
viously been applied. During the 2-year transition period, such a
country could negotiate its future relations with the contracting
parties to the (eneral Agreement. In some instances, the Contracting
Parties extended the de facto status beyond 2 years.

;/ The Tariff Schedules of the United States (TSUS) became effec-
tive on Aug. 31, 1963. The revised schedules replaced those origi-
.nally set forth in the Tariff Act of 1930, as amended. For back-
“ground on the TSUS, see Operation of the Trade Agreements Program,

16th report, pp. 45 46, 1Tth report, pp. 4-5, and 18th report (pro-
cessed ), pp, 9-12.




of this report; they will not be discussed further here. The compen-
satory negotiations are treated in the following paragraphs.

On June 30, 1967, the United States signed interim agreements
with Canada, the United Kingdom, and Jgpan that terminated the remain-
ing stages of some of the concessions that had been granted in the
compensatory agreements with those countries. These concessions had
covered commodities on which concessions were subsequently granted in
the Kennedy Round negotiations.

The agreement with Canada terminated the remaining stages of the
concessions that had been granted under the Interim Agreement of
December 17, 1965 on the following products; hardboard and building
board, ferrosilicon, locks and padlocks, steam and vapor-generating
boilers, producer-gas and water-gas geherators, air conditioning-
machines and parts, radio-television-phonograph pombinatiéns, air-
craft and spacecraft parts, and game machines, including coin aﬁd
disk-operated types. The agreement with the United Kingdom termi-
nated the remaining stages of the Interim Agreement of April 5, 1966,
on aircraft and spacecraft parts, and articles of unspun fibrous
vegetable material and ivory. The agreement with Japan terminated
the remaining stages of the concessions that had been granted under
the Interim Agreement of September 6, 1966, on the followiné commodi=
ties: ferrosilicon,locks and padlocks, radio-television-phonograph
combinations, ceramic sanitary ware and parts, mirrors, pipe tools
and parté, screwdrivers, compound optical microscopes, projectors

other than motion-picture projectors, toy figures of animate objects



‘and toys with a spring mechanism, slide fasteners and parts, cigar and
cigarette lighters, mechanical pencils, articles of sponge, foam rub-
ber or plastic, and rubber or plastic toys for pets.
AIMPLEMENTATION OF THE U.S.-CANADIAN
AUTOMOTIVE AGREEMENT

By December 31, l967, the U.S.-Canadian Automotive Agreement had
beeﬂ in effect for 3 years. The agreement had;provided for limited
' free trade in motor vehicles and original equipment parts; such treat-
ment had been accorded by Canada in January 1965 and by the United
States in becember 1965 (retroactive to January).

The total two-way trade in automotive products‘i/ between the
United States and Canada was substéntially~gréater in 1967 than in
any of the 3 preceding yeérs; in terms of value, thell967 trade was
approximatély 50 percent greater than that in 1966, and about 350 per;
cent greater than in 1964, In 1967, the value of U.S. exports of
automotive products to Canada was 4O percent larger than in 1966,
while the value of U.S. imports of similar products from Canada was
70 percent greater. The U,S. export balance of trade in automotive
products with Canada in 1967 was about 17 percent smaller than in
1966, and 25 percent smaller than in 196k,

When the Congress enacted the Automotive Products Trade Act in

1/ The trade data given in this section relate to U.S.-Canadian
trade in all automotive products--both those that were duty-free under
the agreement and those that were dutiable (e.g., replacement parts).
Data are available on duty-free U.S. imports of automotive equipment
from Canada, but are not available on duty-free Canadian imports of
automotive equipment from the United States.



1965, l/ it had established procedures whereby firms or groups of
workers could apply for‘adjustment assistance to offset dislocationsg
resulting from the implementation of the agreement. Sixteen petitions
for such assistance were filed in 19672 gll by groups of workers.
Decisions on 14 of these petitions were rendered before the close of
the year. In nine instances, the respective groups of workers were
certified as eligible for assistance, while in four they were found to
be ineligible. One petition was terminated without prejudice.
U.S. and Canadian Production and Trade
In Automotiwve Products

During 1967, production and employment in the Canédian automotive
industry increased to a recora high level, while production and em=-
ploymenf in the U.S. automotive industry continued to decline. - By con-
trast, during the séme year, the valué of both U.S. and Canadian_ex-
ports of automotive products to one another rose substantially,
although the increase in Canadian exports of such products to the
United States was proportionately much the g?eater.

The U.S. prodﬁction of motor vehicles totaled 9.0 millién units
in 1967--the lowest annual output during the 5-year period 1963-67.
The Canadian production of motor vehicles, on thé other hand, rose to
947,000 units,.from 902,000 units in 1966, 847,000 in 1965, and
671,000 in 1964. As a result, the Canadian share in the aggregate

number of motor vehicles assembled in the two countries increased to-

l/ This act granted the President of the United States the authority
to carry out the agreement.
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néarly 10 percent in 1967, compared with about 8 percent in 1966, and
7 percent in 1965 and 196L. l/ Canada's increased share in the com-
bined output of asseﬁbled motor vehicles in the two countries was
attributable, in considerable part, to the implementation of the U.S.-
Canadian automotive agreement. Another contributing factor has been
the mbre rapid rate of growth in recent years of the Canadian than of
the U.S. consumer market for automotive products.

The aveiage monthly employment in the U.S. motor vehicle.and
equipment industry increased from 798,000 workers in November 196k4 to
894,000 ih November 1966 (i.e., by 12 percent) but decreased to
849,000 workers in November 1967 (i.e., by 6 percent). Meanwhile,
the average monthly employment in the Canadian automotive industry.
rose from 75,000 to 87,500 workers, or by 17 percent.

In 1967, the total two-way trade in automotive products between
the United Stateé ahd Canada was valued at more than $3.3 billioﬁ,
compared with $730 million in 1964, $1.1 billion in 1965, and $2.2
billion in 1966. Although both U.S. exports of automotive products
to Canada and Canadian exports of similar products to the United
States rose substantially, the Canadian increase was proportionately
much‘greater.

In 1967, U.S. exporté of motor vehicles and parts to Canada were

valued at $1.8 billion. The value of such exports had increased from

1/ Canada's share of the value of the combined 2-nation production
of motor vehicles was materially less than the percentages shown in
the text, as Canadian-assembled vehicles incorporated a considerable
proportion of parts made in the United States, while U.S.-assembled

vehicles included only a negligible proportion of parts made in
Canada. ‘



11

$654,000 in 196k, $860,000 in 1965, and about $1.3 billion in 1966..
The corresponding Canadian exports to the United States were valued
at nearly $1.6 billion in 1967, compared with only $76,000 in 1964,
$2h7,00Q in 1965, and $889,000 in 1966: Accordingly, the net U.S. ex- .
port balance in its automotive trade with Canada declined to $239 mil-
lion in 1967 from $422 million in 1966, $613 million in 1965, and $578
million in 1964, the yéar immediately preceding that in which’the
agreement became effective. l/

Iﬁ 1967, Canada continued to be the principal foreign market for
U.S. exports of automofive products, as well as the primary supplier
of U.S. imports of these commodities. Duriné fhat year, Canada took
61 percent of U.S. exports of automotive products, compared with 52
percent in 1966 and Ll percent in 1965. Conversely, Canada supplied
61 percent of U.S. imports of such products compared with 48 percent

in 1966 and 27 percent in 1965.

1/ U.S. and Canadian statistics on U.S.-Canadian trade in automo-
tive products differ materially. These differences arise largely from
the fact that both countries measure imports that enter duty-free under
the agreement more carefully than they measure exports that enter the
other country duty-free. U.S. import statistics on such-trade, for
example, are prepared in accordance with the import classifications
established by the Automotive Products Trade Act, which identify all
free entries resulting from the agreement. U.S. export classifica-
tions, however, do not separately identify some exports of automotive
parts. Hence, statistical series on the U.S. export trade balance in
automotive products with Canada differ, depending on whether they are
based on U.S. data, Canadian data, or a combination of the two. The
figures in the text were derived from U.S. import and export statis-
tics. For other series, see Second Annual Report of the President to
the Congress on the Operation of the Automobile (sic) Products Trade
Act of 1965, Committee on Finance, U.S. Senate, May 21, 1968.
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Action on Petitions Filed

The Automotiwve Products Trade Act of 1965 had provided that firms
or groups of workers could apply to the Automotive Agreement Adjust-
ment Assistance Board for compensation for dislocations attributable
to the implem§ntation of the agreement. In 1967, 16 groups of workers
filed petitions under the Automotive Products Trade Act, requesting
determination of their eligibility to apply for adjustment assistance.
No firms filed pétitions for assistance during the year.

The petitions filed during 1967 were as follows:

1. The International Association of Machinists and Aero-
space Workers, Local No. 1268, on behalf of a group of
workers at the Rockwell-Standard Corporation, Lyon Di=-
vision, Adrian, Michigan, in January 1967.

2, The UAW International Union, Local No. 368, on behalf
of a group of workers at Eaton, Yale & Towne, Inc.,
Spring Division, Detroit, Michigan, in February 1967.

3. The United Steel Workers of America, AFL-CIO, on be-
half of a group of workers at Eaton, Yale & Towne,
Inc., Lackawanna, New York, in February 1967.

4. The UAW International Union, Locals Nos. T2 and 75,
on behalf of a group of workers at the American Motors
Milwaukee Body Plant, Milwaukee, Wisconsin, in March

1967.

5. The UAW International Union, Local No. 72, on behalf
of a group of workers at the American Motors Corpora-
tion, Kenosha, Wisconsin, in March 1967.

6. The UAW International Union, Local No. 7, on behalf
of a group of workers at the Chrysler Jefferson Plant,
Detroit, Michigan, in March 1967.

7. The UAW International Union, Local No. 435, on behalf
of a group of workers at the General Motors Wilmington
Assembly Plant, Wilmington, Delaware, in April 1967.
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The UAW International Union, Local No. 664, on behalf
of a group of workers at the General Motors Chevrolet
Assembly Plant, Tarrytown, New York, in April 1967.

The UAW International Union, Local No. 664, on behalf
of a group of workers at the General Motors Fisher
Body Plant, Tarrytown, New York, in April 1967.

The UAW International Union, Local No. 314, on behalf
of a group of workers at the Eorg-Warner Corporation,
Long Manufacturing Division, Detroit, Michigan, in
June 1967.

The UAW International Union, Local No. 307, on behalf
of a group of workers at Eaton, Yale & Towne, Stamp-
ing Division, Detroit, Michigan, in June 1967.

The UAW International Union, Local 31lhk, on behalf

of a group of workers at the Borg-Warner Corporation,
Long Manufacturing Division, Detroit, Michigan, in
August 1967. '

The UAW International Union, Local No. 586, on behalf of
a group of workers at the Rockwell-Standard Corporation,
Bumper Division, Mishawaka, Indiana, in August 1967.

The UAW International Union, Local No. 314, on behalf of
a group of workers at the Borg-Warner Corporation, Long.
Manufacturing Division, Detroit, Michigan, in November

1967.

The United Glass and Ceramics Workers of North America,
AFI-CIO-CIC, Local No. 1, on behalf of a group of workers
at the Pittsburgh Plate Glass Company, Works No. 4, Ford
City, Pennsylvania, in November 1967. :

The United Glass and Ceramics Workers of North America,
AFL-CIO-CLC, Local No. 12, on behalf of a group of workers
at the Pittsburgh Plate Glass Company, Works No. 1,
Creighton, Pennsylvania, in November 1967.

These petitions were filed with the Automotive Adjustment Assist-

ance Board, which is comprised of the Secretaries of Commerce, Labor,

and Treasury. The President had delegated to the Board the responsi-

bility of determining the eligibility of petitioners for adjustment
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,assistancé. In accordance with the.procedures established in the act,
the Tariff\Commissian was requested by the Board Lo conduct an inves-
tigation of the facts relating to esach petition and to prepare a re-
port, which would assist it in making its determlnatlon. By fhe close
of 1967, the Board had made determinations w1th respect to the first
13 petitions llsted above, along with an earlier petition filed late
in 1966. 1/ In nine cases, the Board determined that the operation of
the‘agreement had been the primary factor causing the actual threat-
ened unemployment or underemployment of the petitioning workers, and
found the‘petitioners;eligible for adjustment assistance, In four
cases, the Board determined that the operation of the agreement had
not been the primary factor; accordingly, the petitioners were not
found to be eligible.for adjustment assistance. In one case, the
Board, in Jﬁly 1967 without prejudiée, terminated its investigation.
The Aumber.df workers certified by the Board as being eligible
to apply for adjustment assistance is estimated to have been 290 at
the Roclkwell Standard Corporatiaon, 44O at the Eaton, Yale & Towne,
Inc., plants. in Detroit and Lackawanna (N.Y.), 315 at the American
Motors Corporation plants in Milwaukee and Kenosha (Wisc.), 265 at
the Chrysler Jefferson Plant, 115 at the Tarrytown (N.Y.) plants of
the General Motors Corporation, and 8 at the oil cooler plant of the
Long Manufacturing Division of the Borg-Warnér Corporation in

Detroit; these constituted a total of more than 1,400 workers.

1/ Petition filed on behalf of a group of workers at the Borg-
Warner Corporation, Memphis, Tenn., in December 1966.
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Approximétely 2,500 workers had been certified as eligible for such
benefits betweén tﬁe time that the adjustment procedure had gone into
force and the close of 1967.

The APTA provided that assistance to workers could»bé in the forn
of unemployment compensation (trade re;djustment), training; and relo=
cgtion allowance. i/ By December 31, 1967, the total payments under
the act made by the Federal Government had amounted to more fhan $3
million, virtually all of it in the form of unemployment compénsation.

PARTICIPATION IN THE LONG-TERM COTTON
) TEXTILE ARRANGEMENT

. During 1967, the United States continued ifs participation in
the Long-Term Arrangement (LTA) Concerning Trade in Cotton’f |
Textiles. g/ At the Kennedy Round concluded during the year,iﬁhe LTA
was extended for an additional 3-year period'(i.e., until 1970); the
negotiations relating to the extension are discussed in Chapter‘h.
Poland acceded to the LTA, thus raising its total membership to 31
nations. The United States maintained bilateral agreements concern=-
ing cotton textiles with 22 countries, the majority of which were
also participants in the LTA. The total quantity of U.S. imports of
cotton textiles‘of the type covered by the LTA was somewhét smaller:

in 1967 than in 1966.

17 Adjustment assistance to firms could consist of technical, fi-
nancial, or tax assistance,

g/ For a more detailed account of the history and provisions of
the LTA, and of earlier U.S. participation, see Operation of the
Trade Agreements Program, 15th, 16th, 17th, and 18th Reports.

{
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On December 31, 1967, the participants in the LTA numbered 31, in-

eluding the following countries:
Group I--Industrialized countries

Australia Finland Netherlands

Austria ' France Norway

Belgium Germany (Federal Republic) Sweden

Canada Italy United Kingdom
Denmark Luxembourg United States

Group II--Developing countries

.

China, Republic Israel: Portugal

of (Taiwan) Jamaica Spain
Colombia Korea, Republic of Turkey
Greece - Mexico United Arab
Hong™ Kong Pakistan Republic
India . Poland

Group III--Industrialized - exporter country
Japan -
‘Poland acceded to the agreement during 1967. Colombia, Mexico, and
the Republic of China were participants in the LTA, although not con-
tracting parties-to the GATT.

During 1967, the United States imposed restraints i/ under

1/ A restraint is defined as a restriction of imports of cotton
textiles classified in a specified category or group of categories
from a single country to the level requested by the importing coun-
try, thus a country may impose more than one restraint against imports
from a given country at one time. Under the LTA, trade in cotton tex-
tiles have been subdivided into 64 categories for administrative pur-
poses., Under article 3, a participant in the LTA whose market is
experiencing, or is threatened with, disruption by imports of cotton
textiles may request another participant to restrict its exports of
such products to a designated level; the minimum annual level that
may be requested is the equivalent of actual exports (or imports) of
the products concerned during the year terminating 3 months before the
month in which the request is made. If the exporting country does rot
comply with the request within 60 days, the importing country is
authorized to restrict entry of the products concerned to the level
requested, i.e., to impose a restraint.
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article 3 of the LTA on imports of cotton textiles from 3 countries.
(Brazil, Malaysia,'and Romanié). At the close of the year, the United
States was imposing 12 such restraints, involving imports under 18
catégories; at the beginning of the yegf, 17 restraints were being
imposed, iﬁvolving imports under 18 categories. No restraints under
article 3 were imposed against U.S. exports of cotton textiles during
1967.

During 1967, the United States had in force bilateral agreements
with 22 countries gnder article L of the LTA. 1In recent years the
agreements under article 4 have given rise to @ost of the restraints
on imports of cotton textiles into the Unitea States. Extensidns‘of
previous agreements or new agreements entered into forée'during 1967
for nine countries (Jamaica, Japan, Republic of Korea, Mdlta,.MeXiéo,
Pakistan, Poland, Portugal, and Spain), and on January 1, 1968?'for
three countries (Philippines, United Arab Republic, and Yugoslavia).
Nearly all of these bilateral agreements contained ovéfall limita-~
tions affecting total U.S. imports of 6L cateéories of cotton

textiles ;/ and fixed specific ceilings on U.S. imports of certain.

cotton textiles from the varlous countries concerned. For the most
part, the agreements were valid until the termination of the LTA;
hence, their effective pefiods'ranged from 1 to 4 years. In éddition,
the agreements provided for an annual increase of 5 percent in the im-
port quotas and generally authorized transfer of quotas, to the extent

of about 5 percent, from one category to another.

l/ The agreements with India, Italy, and Japan limited only certain
categories.
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Most of the restrictions during 1967 on U.S. imports of cotton
textiles pursuant to the LTA were imposed in accordance with the terms
of these bilateral agreements. it the close of 1967, the United
States had such agreements concerning cotton textiles in effect with

the following 22 countries:

China, Republic  Jamaica 2/ Poland 2/
of 1/ Japan 2/ Portugal 2/
Colombia 1/ Korea, Republic Ryukyu Islands 1/4/
- Greece of 2/ Singapore b/
Hong Kong Malta 2/ Spain 2/
India Mexico 1/2/ Turkey
Israel " Pakistan 2/ United Arab Republic 3/
Ttaly Philippines 1/3/4/  Yugoslavia 3/

Not a contracting party to the GATT.

Latest agreement entered into force during 1967.

Latest agreement was to enter into force on Jan. 1, 1968.
Not a participant in the LTA.

S

In 1967, U,s.,impbrﬁs of cotton textiles of the type covered by
the LTA wére equivalent ;/ to nearly 1.5 billion square yards of
cloth, which was lower than the record level of 1.8 billion in 1966,
but higher than the;l.3 billion level of 1965. The most marked de=-
cline in 1967 occurred in the imports of cotton yarn, from an equiva-
lent of 418 million square yards in 1966 to 170 million in 1967. 1In
1967, U.S. imports of cotton fabric were more than 10 percent lower
than in 1966, while those of cotton wearing apparel and miscellgneous

cotton textiles wegre only slightly lower.

}/ Frequently, the statistics on U.S. general imports of cotton tex-
tiles are reported in units other than square yards, such as number of
pounds, or in metric measures. For comparative purposes, the U.S.
Department of Commerce has converted such statistics into their
square-yard equivalents, using a uniform set of conversion factors for
items not reported in square yards.
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The record level of U.S. imports of éotton textiles in 1966 was
attributable'fo heévy defense and military requirements during that
year; this demand was suppliéd largely from dqmestic prodpction. To
replace the largeyvolumes of domestic stocks diverted from the U.S.
commercial market; the Goverﬁment permitted the entry of an unusually
Qigh volume of imborted cotton textiles by raising the restraint level
for several LTA participants during that year. This action &;d not
constitute an important factor, however, in the domestic market durihg
1967. |

During 1967, as in the 3 preceding years, U.S. imports of tex-
tiles of man-made (synthetic) fibers continﬁedﬁto increase. 1In that
yéar, such imports were equivalent in value to nearly'two-thirdé of
the imports of cotton textiles, compared with less than a thi#d éf-
such value in 1964. Synthetic-fiber te#tiles, though competitive with

cotton textiles, were not subject to import restraints.

GOVERNMENT ACTIONS AFFECTING TRADE-AGREEMENT ITEMS
During 1967, the Tariff Commission conducted a number of inves-
tigations under the escape-clause provisions of the Trade Expansion
Act of 1962 (TEA), as well as one investigatioﬁ under section 22 of
the Agricultural Adjustment Act of 1933. Meaqwhiie, the Offige of
Emergency Planning (OEP) conducted several infestigations under the
national securipy provisions of the TEA.

The imposition of import restrictions has been authorized by cer-

tain U.S. legislative provisions to: (1) protect domestic industries
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being‘injured by increased imports resulting from trade-agfeement con-
cessions; (2) prevent interference with agricultural programs of the
U.S. Government; or (3) prevent the impairment of national security.
In addition, governmental assistance of various kinds has been made
available thrquh other provisioné to firms or groups of workers that
established that they have been injured by increased imports resulting
from trade-agreement concessions. Generally, an investigation by an
agenéy of the Federal Government is required before imports can be re-
stricted or adjustment assistance granted; the procedures invoked vary
with the felevant statupe. Several such investigations were conducted

.during 1967. The circumstances relating to these investigations are

~discussed in the remainder of this chapter.

The Escape Clause 1/

During 1967, the Tariff Commission conducted three investigations
under the escape-clause provisions of trade-agreement legislation;‘it
also made several reports reviewing economic conditions in industries
producing articles that were ﬁhe subject of earlier escape-clause
acﬁions. Escape~clause investigations are conducted under the provi-

sions of section 301(b) of the Trade Expansion Act (TEA) of 1962, 2/

1/ Since 1943, all trade agreements concluded by the United States
have included a safeguarding provision commonly known as the standard
escape clause. This clause provided, in essence, that either party
to a trade agreement could modify or withdraw its concessions if in=-
creased imports resulting from the concessions caused or threatened
~ injury to the domestic industry producing like or directly competi-
tive articles.

g/ For a detailed account of the provisions of the TEA and the Ex-
ecutive orders establishing procedures for its operation, see the
appendix to Operation of the Trade Agreements Program, 17th report,
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During 1967, all the escape-clause investigations were insti-
tuted under the provisions of section 30L(b)(1) of the TEA. The arti-
cles with which these investigations were concerned and the dates on

which the respective investigations were initiated are shown below: l/

Eyeglass frames and mountings~~--====-- Apr. 7, 1967
Barbers' chairs--=meemememcomccamacam—— July 21, 1967
BrOOMCOr === === e mm e e Sept. 27, 1967

By the end of the year, the Commission had released its report
on one of these investigations; the other two investigations were
still pending. In the investigations concerning eyeglass frames and
mountings, the Commission unanimously found (October 6, 1967) that
the articles in question were not being impofted, as a result in ma-
jor part of trade-agreement concessions, in such increased quantities
as to cause or threaten serious injury to the domestic industfy pro-
ducing like or directly competitive articles. By December 31, 1967,
however, the final reports of the Commission dn barbers' chairs énd
broomcorn had not been released.

During 1967, the Tariff Commission submitted several reports to
the President reviewing escape-clause actions; all of these actions
had been taken under the provisions of section 351(d)(3) of the TEA.
Formal procedure for the review of escape-clause actions, involving
Commission investigqtions, had been established by the TEA. Section
351(d)(1) of that act requires the Commission to report annually to
the President on developments in domestic industries in whose interest

escape-clause action had previously been taken; sections 351(d)(2)

1/ For more detailed information, see Fifty-first Annual Report of
U.S. Tariff Commission, TC Publication 227, 1968, p. 2.
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and (3) require the Commission, under specified circumstances, to
advise the President of ﬁhe probable economic effect on the industry
concerned of a reduction or termination of an escape action taken by
him pursuant to section 351 of the TEA or section 7 of the Trade
Agreements Extension Act of 1951. }/

| During 1967, the Commission submitted four reports under the
provisions of section 351(d)(3), following investigations and hearings
conducted to determine whether or not escape-glause action should be
allowed to terminate on October 11, 1967, for the articles concerned.
The articles on which such reports were made and the dates on which

the reports were submitted to the President, were as follows:

Cotton typewriter-ribbon cloth-=-=—-ea-a- May 11, 1967
Wilton and velvet carpets and rugs—----=- Sept. 5, 1967
Drawn or blown flat glass (sheet. glass)=-- Sept. 8, 1967
Stainless-steel table flatware--eecmc-cea- Sept. 21, 1967

Following receipt of these four reports, the President permitted
the escape actions on cotton typewriter-ribbon cloth and on stainless-
steel table flatware to terminate on October 11, 1967. Termination
qf these actioné restored the concession rates, effective immedi-
ately. g/v On the same date, however, the escape-clause rates on
Wilton'and vélvet carpets and rugs and on drawn or blown flat glass
(sheet glass) were extended to January 1, 1970, by Presidential Proc-

lamations 3815 and 3816, respectively. Earlier in the year, the

1/ Most of the investigations that had been completed by the end of
1967 under the provisions of section 351(d)(2) had been initiated at
the request of the President. .

2/ The concession rate is the duty or dutles in force on an im-
ported commodity before escape-clause action is taken; it is restored
when this action is terminated.



23

escape-clause rates on sheet glass, which had been in effect from
1962, had beeﬂ redﬁced by Presidential Proclamation 3762 of
January 11, 1967. l/ Also oﬁ the latter date; the concession rates
on watch movements and parts, which had been increased by Presideﬁtial
Proclamatiop 3062 of July 27, 195h, had been restored, effective im-
mediately, by Presidential Proclamation 3761.
vAction Under Section 22 of the Agriculturai
' Adjustment Act

In 1967, the Commission conducted an investigation under section
22 of the Agricultural Adjustment Act of 1933, as amended, involving
imports of certaiq dairy products. In June,‘if reported its findings
in thié investigation. | |

Undef section 22 of the Agricultural Adjustment Act, as émended,
the President is authorized to restrict imports of any agricultural
commodity, by imposing either fées or quotas within spécified iimits,
whenever such imports render or tend to render ineffecfive, or mate-
rially interfere with, programs of the U.S. Department of Agriculture
relating to agricultural commodities or products thereof. The Tariff
Commission is required, under section 22, to conduct an investigation,
when so directed by the President, and to make a report ahd recom-
mendation to him. |

On April 7, 1967, the President requested the Commission to con-

duct an investigation under subsections (a) and (d) of section 22 of

1/ The increased rates of duty had been terminated by the President
on” imports of certain types of sheet glass and reduced on the remain-
ing types concerned, on Jan. 11, 1967.
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the Agricultural Adjustment Act, as amended, to determine whether
certain types of cheese and other dairy products were being imported,
or wére practically certain to be impcrted, into the United States
under such conditions and in such quantities as to render or tend to
rehder ineffegtive, or materially interfere with, the price-support
programs of the U.S. Department of Agriculture for milk and butterfat,
and to determine related questions. The Commission reported to the
Preéident on June 15, 1967, upon completion of its investigation.

The. Tariff Commission unanimously found that the dairy products
concerned in the investigation were not being imported into the United
States iﬁ'such quantitiés as to render ineffective, or materially in-
- terfere with, the*price-éupport programs of the Department of
'Agriculfure, buﬁ that certain types of cheese and other dairy prod-
ucts wefe.pracﬁically certain to be imported in sufficient quantities
fo interfere with such price-support programs.. Accordingly, the
Commissioﬁ recommended that the President issue a proclamation pur-
,suaﬁt to section 22(b) of the Agricultural Adjustment Act, as amended,
establishing.quantitative limitations on imports of certain specified
dairy products; on June 30, 1967, the President followed this recom-
mendation by issuing Proclamation 3790, effective June 30, 1967, l/

The Presidential proclamation placed quotas on imports of a

1/ For a detailed description of the findings and recommendations
of the U.S. Tariff Commission on imports of these articles, see the
Commission's report entitled "Dairy Products--Report to the President
on Investigation No. 22-26 Under Section 22 of the Agricultural
Adjustment Act, as Amended," TC Publication 211, Washington, D. C.,
June 1967. '
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number of dairy products that had been entering the United States in
high volume; tﬁis was the first time that quotas had been imposed on
imports of these types of daify products. 1/ U.S. imports of dairy
products had increased considerably in recent years; they had risep
from a total of 900 million pounds (milk equivalent) in 1965 to 2.8
billion pounds in 1966; they were estimated 2/ at more than 4 billion
pounds in 1967. The prodlamation was expected to reduce annual im-
ports of dairy products to about 1 billion pounds (milk equivalent),

or to about 25 percent of the 1967 volume of imports.

National Security Investigations
During 1967, the Office of Emergency Planning (OEP) terminated
one investigation that it had been conducting under the national secu-
rity provisions of the Tréde Expansion Act of 1962. It also initiated
one new investigation during the year, and continued work on two.
others that had been started before 1967. The OEP had. not concluded

any of the three investigations by December 31, 1967.

1/ For a number of years, the United States had imposed absolute
quotas on imports of a variety of dairy products under the provisions
of the Agricultural Adjustment Act, as amended. Such quotas under
section 22 were first imposed in 1953, although imports of some dairy
products had been subject to quota previously, under the provisions
of the Defense Production Act and under the Second War Powers Act;
quotas on imports of butter substitutes and other articles containing
more than 45 percent of butterfat were established-in 1957. Most of
the quotas in force at the close of 1967 on imports of dairy products
were imposed in 1953; the products involved included butter, and
certain types of milk and cheese. Quotas had been increased on Edam
and Gouda cheeses and Italian-type cheeses in 1960, on blue-mold
cheese in 1962, and on Cheddar cheese in 1966.

2/ Annual total for 1967 estimated by the U.S. Department of
Agriculture on the basis of actual quant ity imported in the first 6
months of the year.
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Under section 232 of the TEA, the Director of the OEP, upon the
request Qf the head of any'departmenf or agency, upon the application
of an interested party, or upon his own motion, is required to conduqt
an investigation to determine the effects of impbrts of an article
upbn the national security. If he is of the opinibn that imports of
such an article are threatening to impair the national security, he
is to advise the President accordingly; if thg President is in agree-
ment, he is required to take whatever action that may be necessary to
control the entry of such article.

On Jénuary 11, 1967, the OEP announced that it had terminated its
investigation to determine whether imports of watches, movements and
parts were threatening to impair the national security. Although the
OEP had concluded its investigation in November 1966, the relevant
formal announcement was made at the time when the Presidential proc-
lamation was released. On the same date, the President also took
action on £he escape~-clause restrictions that had been imposed on im-
ports of such products. 1/

The OEP investigation concerning imports of watches, movements
and parts had been undertaken in April 1965, at the request of -the
President; it had followed an earlier investigation that had been con-
cluded in February 1958 by the Office of Defense Mobilization-~the
predecessor of the OEP, The 1967 investigation was conducted as a

new and independent examination of the problem and took into account.

l/ See p. 23 for an account of earlier escape-clause action on im-
ports of watch movements and parts.
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many factors that had arisen after 1958, such as changes in military
techniques and requirements. As in the earlier investigation, howeyer,
the OEP concluded that the level of U.S. impofts 6f such products did
not threaten to impair the national security.

On April 17, 1967, the Director of the OEP announced that a
public hearing would be held to complete an investigation of the na-
tional security implications of controls on imports of asphalt and
asphalt produced from imported crude and unfinished oils. ~This in-
vestigation had been preceded by a full feview within the Governmént
of the domestic issues involved, l/ during whiqh it wés concluded that
-the nétional security would not be impaired by liberaiization of the
controls on imports of asphalt for use without furthef réfining. The
procedure used in this investigation marked the first tiﬁe that a
modification of the prograﬁ.g/ was recommended in advance of thg pub-
lic hearing, but it had been followed because it was félt that prdmpt
action was required to avoid possible undesirable consequences dur-

ing the period in which public views were being obtained.

.

1/ The Secretary of the Interior sought to assure that adequate sup-
plies of finished asphalt would be available and that U, S. asphalt re-
fineries would be protected from market dislocations and other econo-
mic hardships. To this end, inquiries were made to determine whether
import restrictions that had been imposed earlier on crude and un-
finished petroleum could be relaxed to permit the entry of these prod-
ucts in quantities sufficient to meet requirements for the production
of asphalt, without detriment to the national security.

g/ The mandatory petroleum import control program was initiated in .
1959. In 1964, an unsuccessful attempt had been made to exempt from
import controls the asphalt.content of crude and unfinished petroleum;
such exemption was rejected by the OEP, which held that the import
brogram was adequate to meet the national requirements. (See Opera-
tion of the Trade Agreements Program, 16th report, pp. 50-51.)




28

The President, following the recommendation of the Director of
the OEP, amended Proclamation 3279 of March 1959, which had assigned
to the Director of the OEP the respunsibility for determining the
national security implications of imports of petroleum and its primary
derivatives, ?o give the Secretary of the Interior discrétionary
authority to.placé asphalt products imported intq the United States l/
under the general type of control applicable to imports of residual
fuei oil into District I (the East Coast States.)_g/ The proclamation
required. that the Secretaries of State, Defense, Treasury, Interior,
Commerce,‘and Labor would be consulted and that other agencies, such
as the Deﬁartments of Justice and Transportation, would partici?ate.
As of December 31, 1967, this investigation was still under way.

wa investigations, initiated by the OEP in earlier years, were
still iﬁ brogress at the close of 1967; one was concerned with the
quotas that nad been imposed by the United States on imports of crude
petroleum; unfinished oils, and finished petroleum products. ;/

Under the requirement to keep the President informed of circumstances

that might necessitate further action, the OEP, at the request of the

1/ Includes Puerto Rico.

2/ Investigations of the national security implications of imports
of petroleum and its primary derivatives are authorized under sec-
tion 6(a) of Presidential Proclamation 3279 of March 10, 1959, as well
as under section 232 of the Trade Expansion Act of 1962,

3/ These quotas were the only such restrictions that had ever been
imposed under the national security provisions of trade-agreement
legislation., (See Operation of the Trade Agreements Program, 15th
report, pp. Th-75; 16th report, pp. 50-51; l7th report pp. 16-17; and
18th report (processed), p. 26. '
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Secretary of the Interior, had initiated in April-l965 an investiga-
tion to deterﬁine,whether the controls on imports of residual fuel pil
intended for use as fuel shoﬁld be continued or eliminated. The other.
investigation was concerned with the effect of imports of textileston
the national security. Under the natignal security provisions of the
?rade Agreeﬁents Extension Act of 1958, this textile investigation had

been initiated in 1962 by the Director of Civil Defense Mobilization.






Chapter 2

Operation of the General Agreement on Tariffs and Trade

INTRODUCTION

This chapter describes the principal developments during 1967
relating to the General Agreement on Tariffs and Trade (GATT), with
the exception of the Kennedy Round, which is treated separately in
chapter IV. vThese developments are presented under the following
headings: (1) Activities in the interest of less developed countries;
(2) regional economic arrangements; (3) actions relating to GATT
obligations;.and (4) other developments relating to the General
Agreement.

The Contracting Parties }/ held their 2kth Session in November
1967. Once a year, these GATT members meet in full session to re-
view the many actions by members coming under the purview of the
General Agreement and to take joint action on various problems.
During the intersessional period, the work of thé Contracting Parties
is carried on by a Council of Representatives and by several working
parties, committees, and groups especially assigned to study and re-
port on specific subjects related to the overall objectives of the

agreement. At the 2bth Session, the Contracting Parties took the

1/ The term "contracting parties," when used without initial
capitals (contracting parties) refers to member countries acting
individually; when used with initial capitals (Contracting Partles),
it refers to the member countries acting as a group.
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Considered proposals to expand international trade in

primary products,

Reviewed the quantitative restrictions maintained by GATT

members;

Appraised actions by members to dispose of strategic
materidls and cammodity surpluses; :

Examined the United Kingdom steel "Loyalty" rebate and
the U.S. export subsidy on unmanufactured tobacco.;

.

Approved Finland's and Uruguay's adjustment of their
respective customs duties following devaluation of

their currencies;

Examined reports on consultations held'ﬁith members
imposing 1mport restrictlons for balance-of-payments

purposes;

Reviewed annual reports submitted by members of regional

arrangements; and

Approved waivers permitting members to continue their
preferential tariff treatment of certain designated

imports.

On December 31, 1967, the full membership of the GATT consisted

of the 75 contracting parties listed below--five more than at the /

beginning of the year:

Argentina 1/
Australia
Austria
Barbados 1/
Belgium
Brazil
Burma
Burundi
Cameroon
Canada
Central Afrlcan Republic
Ceylon

Chad

Chile

Congo (Brazzaville)
Cuba

Cyprus
Czechoslovakia
Dahomey

Demmark

Dominican Republic
Finland

France

Gabon

- See footnote.at end of tabulation. .

Gambia,
Germany, (Federal
Republic)
Ghana
Greece
Guyana
Haiti
India
Indonesia
Ireland 1/
Israel
ITtaly
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Ivory Coast Nicaragua Sweden
Jamaica : Niger Switzerland
Japan : Nigeria Tanzanis,
Kenya, Norway Togo

Korea 1/ Pakistan Trinidad and
Kuwait Peru Tobago
Luxembourg Poland 1/ Turkey
Madagascar Portugal - Uganda
Malawi ' Rhodesia United Kingdom
Malaysia Rwanda, United States
Malta Senegal : Upper Volta
Mauritania Sierra Leone Uruguay
Netherlands : South Africa Yugoslavia
New Zealand Spain

1/ Acceded to the General Agreement during 1967.

At the close of 1967, three other countries--Iceland, Tunisia,
and the United Arab Republic--were provisional GATT members, and one
country--Cambodia--participated in the work of the Contracting
Parties under a special arrangement. Moreover, eight countries--
Algeria, Botswana, Congo (Kinshasa), Lesotho, Maldive Islands, Maii,
Singapofe, and Zambia--were now benefitting, as independent states,
from a de facto application of the agreement pending the formulation
of their future commercial policies. The provisions of the General
Agreement had previously been applied to these states inaschh as

2]

they had been dependent areas of member states.

ACTIVITIES IN THE INTEREST OF LESS DEVELOPED COUNTRIES
During 1967, the Contracting Parties continued to develop pro-
grams to improve the trade position of the less developed countries

(LDC's). By the close of the year, 58 contracting parties had
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ratified a protocel, I/ which had formally incorporated & Part TV--
Trade and Development--into the Genefal Agreement, The Commitﬁee on
Trade and Development, created by ilhe Contracting Parties in February
1965 to administers the: provisions of Part IV, continued to study
ﬁatters of vital importance to less developed countries. The Com-
mittee submitted its annual feport in November 1967, in which it made
recommendations relating to: the trade in trqpical products, ad-
vanée implementatian. of the Kennedy-Round duty reductions, import
restrictions adversely affecting exports from developing copntries,
and the géneral expansiqn of trade among such countries. The
‘Advisory‘droup on Trade Information and Trade Promotion Advisory
Services reviewed the work of the GATT International Trade Center and
made reéommendation& regarding its future activities. Finally,
during thé year, the GATT and thé United Nations Conference on Trade
ana Development‘(UNCTAD) agreed to create a joint trade center to

assist the developing. countries in promoting exports.

Status of Part IV of the General Agreement
During 1967 seven additional GATT members 2/ ratified a protocol
that had been opened'in February 1965 to introduce a new Part IV on
trade and development as part of the provisions of the General Agree-

ment. Part IV comprised three new articles--articles XXXVI, XXXVII,

1/ Opened on February 8, 1965. ,
g/ Argentina, Dominican Republic, Italy, Korea, Malaysia, Nether~
lands, and Portugal. .
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and XXXVIII--which provided a contractual and legal basis for action
by the contracting parties @0 expand the foreign trade and stimulate
the economic development of iess developed member countries (LDC's).;/
The protocol became effective in late June 1966, when it was ratified
by two-thirds of the GATT members. Accordingly, by the close of

1967, the amendments set forth in the protocol were effective for 58

countries that had accepted it:

Argentina Guyana Norway
Austria India Pakistan
Australia Indonesia Peru

Brazil Israel Portugal
Burundi Ttaly Rhodesia
Cameroon Ivory Coast Rwanda

Canada Jamaica Sierra Leone
Central African Republic Japan Spain

Ceylon Kenya Sweden

Chad Korea, Republic of Switzerland
Congo {(Brazzaville) Kuwait Tanzania

Cuba Madagascar Togo

Cyprus Malawi Trinidad and
Czechoslovakia Malaysia . Tobago
Dahomey Malta Turkey
Denmark Mauritania Uganda
Dominican Republic Netherlands United Kingdom
Finland . New Zealand United States
Gambia Niger Yugoslavisa
Ghana Nigeria

Seven additional countries had accepted the protocol subject to

Belgium
Chile

Germany (Federal Republic)

Greece

ratification, but had not completed such actions by December 31, 1967:

Luxembourg
Upper Volta

Uruguay

1/ For a description of the three new articles in part IV, see

Operation of the Trade Agreements Program, 1Tth report, pp. 29-32.
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each of the developed contracting parties to submit by October 15,
1967, a list of products on which it wae prepared to take such action.
Ten countries--Canada, Czechoslovakia, Denmark, Fiﬁland, Japan,
Norway, Sweden, Switzerland, the United Kingdom, and the United
States--submitted sueh lists of concessiens for advance impiementa-
tion. The EEC advised the Committee that it was giving serious con-
sideration to the question, while Austria said i? was seeking legis-
lative authorization for such action.

The Committee noted that, in some instances, the proposed ad-
vance implementation was cpnditional on parliamentary approval. Most
Oftfhe deveibped couniries emphasized that the lists they had sub-
.ﬁ;tted represented the best contribution they could make in this mat-
ter.v Developing countries welcomed the response of the developed
countries on this subject, but indicaﬁed that the proposed action
fell short qf expeefafions.. They deemed that joint action by all
developed cou#tries was required if the developing countries were %o
derive the gfeatest benefits ffcm the immediate implementation of
concessions., They also suggested that, to assure that the trade ef
the developing countries would not be adversely affected, concessions
en‘LDC~products currently subject to preferential treatment by devel-
“oped countries be implemented according to the Egreed fimetable.

The Committee offered no recommendations on this matter.
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Import restrictions affecting the exports
of developing countries

During the year, the Committee had studied several proposals,
formulated by the GATT Secretariat, designed to accelerate thé re-
moval of the remaining restrictions that ad&ersely affected the ex-
ports of developing countries. A number of developing countries
asked‘that developed countries establish target dates for the removal
of the aforementioned restrictions. For those that were unlikely to
be eliminated at an early date, the Committee suggested the following
procedures: (1) Require countries maintaining restrictions on im-
ports of agricultural products to examine how esSential they were to
domestic price-support operations and propose means for removing or
reducing those on products of.particular interest to the»developing
countries. These reports would then serve as a basis for detaileé
consultations between developéd and developing countries régarding‘
specific products, (2) Establish panels of experts to examine hard-
core restrictions on imports of industrial pfoducts and identify the
problems to be overcome, in order to achieve further relaxation. .
Some members of the Committee noted, however, that restrictions,
especially those on imports of agricultural products, foected‘the
trade of both devéloped and developing countries; hence, they pro-
posed that the issue of their removal be examined 5y a GATT body
having greater authority than that of the Committee on Trade and

Development.
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Expansion of trade among developing countries

The . Committee continued to exploreithe possibility of expanding
trade among developing countries through both the negotiation of
tariff and nontariff. concessions among the developing countries and
the review of other means of commercial exchanges among them, Infor-
mal exploratory discussions among a group of developing members of
the GATT were continued into early 1967 and culm%nated in the ex-
change of provisional request lists by some of them. The Committee
suggested that a negotiating committee, composed of interested devel—
oping countries, be established to examine certain suggested "ground
rules" to bé'followed by the developing countries in future negotia-
tions. The interest of developing countries that were not members
of the GATT in participation in these negotiations was explored, as
well as the possibility of initiating.action in areas other than

those connected witﬁ tfade barriers.

Economic problems of Chad

In January 1967, pursuant to the provisions of article XXXVIII
of the General Agreement, the Committee established a working party
to examine the economic problems of Chad and make appropriate rec;m-
mendations. These problemg had arisen primarily as a result of
aedverse world market conditions for raw cotton. The Committee
brought the following important considerations to the attention of
the Contracting Parties: (1) The heavy dependénée of Chad's economy

on cotton; (2) falling world prices of cotton during the past decade
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had seriously hampered the country's economic development; (3) the
need by Chad of mainiaining a price-support system for cotton and
of improving productivity; (L) the need of the country to diversify
its economy and improve its transportation system; and (5) Chad;s
reliance on outside financial and technical ;ssistance to supple- 
ment its own resources. The Committee suggested that Chad's prob-
lems, especially its dependence on outside resources, be brought t6
the attention of member govermments and that copies of the report

be sent to other international organizations.

GATT International Trade Center
The Advisory Group on Trade Information and Trade Prométion
Advisory Serﬁices in the GATT met in June 1967 to review the past
activities of the Trade Center‘and make recommendations concerﬁing
_the expansion and direction of its future work. Representatives of
both developed and developing countries praiséd the work of the Trade
Center. Its export promotion efforts, training progrdms, and market
information services were deemed to have rendered invaluable assist-
ance to developing counéries. Among the Group's majof recommendé- .
tions were the following:
1. Greater coordination should be sought betﬁeeﬁ'the
activities of the Trade Center and those of
other organizations, regional and international,

concerned with export promotion;

2. Increasing emphasis should be placed on trade pro-
motion advisory seryice and training programs;
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3. Studies of general interest and market surveys
of interest to developing countries relating
to processed and manufactured goods should
be undertaken;

L4, A pool should be created to provide comprehen-
sive information on tariffs and commercial
policy;

5. The cooperative training program to assist na-
tional governments and other bodies in their

- trade promotion activities should be expanded.

At the 24th Session of the Contracting Parties, delegates of
several GATT members again expressed their appreciation for the
services rén@ered'by the Trade Center and pledged support by their
Governments of its projected programs. The Contracting Parties
. adopted the report of the Advisory Group without any further ac-

'tion,

Joint GATT/UNCTAD Trade Center

The promotion of LDC exports is an important activity of the
UNCTAD. GATT's interest in the same subject is reflected in the
activitieé of its International Trade Center. Within the United
Nations system, sevéral bodies and organizatiéns, such as the
Food and.Agriculture Organization and the Uﬁited Nations Develop-
ment Program also engage‘in export promotion. In January 1967,
the various U.N. organizations decided to combine their activities
and resources in a joint U.N. program for the promotion of ex-
ports of developing countries.

In August 1967, the Director Géneral of the GATT reported to

the Contracting Parties that his discussions with the Secretary
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General of UNCTAD had led to a proposal that the resources of theif
respective organizations be combined in a joint international trade
center within the U.N. Export Promotion Program. He indicated that
the proposed new Trade Center would assist the export promotion.
efforts of the developing countries by: (l)'providing trade infor-
mation, trade promotion advisory services, and training in export
promotion; (2) undertaking studies to improve trade promotion and
marketing; and (3) supporting related projects financed uﬁder United
Nations technical cooperation programs. The Director Géneral recom-
mended that the Joint Center would be headed by a director appointed
by agreement between the Secretary General of UNCTAD and the Director
General of the GATT. The functions of the new Center would be sim-
ilar to those of the existing GATT International Trade Center, which
it would replace; UNCTAD, however, would provide personnel and funds'
for export promotion projects financed under U.N. technical coopera-
tion programs. The Center's operational activities would be
financed primarily through technical cooperatioh projects spdﬁsored
under the United Nations, technical assistance programs.

Several contracting parties welcomed the preliminary agreement
between the two Secretarlats to create a joint GAIT/UNCT@D Trade
Center. They felt that combining the resources and experience of
the two organizations should prove to be very advantageous and in-
dicated that simiiér collaboration in other fields of interest to
developing countries should be explored. Accordingly, a working

party was appointed to study the proposal of the Director General
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respecting the formation of a joint GATT/UNCTAD International Trade
Center. The %orking party reported that its members were in gen-
éral agreement that a strong, dynamic, and flexibly functioning Trade
" Center be established. The Contracting Parties adopted the report

.of the working party without any further action.

| GATT Fbliowship Program and Technical Assistance
At the 24th Session of the Contracting Parties. the Director
' General submitted his report on the progress of the GATT fellowship
and technicalmagsistance programsuduring the intersessional period.
The fellowship program provides training in commercial policy to offi-
cials‘of less‘déveloped countries who have, or may have in the
futufe,iresponsibilities for formulating and conducting the foreign
trade policy of their countries. The program, which is administered
with financial assistance from the United Nations, consists of two
half-year ccurses.giveﬁ'in Geneva annually--one in English and the
other in French. By November 1967, a total of 215 officials from
68 countries had attended 24 courses that had been sponsored after
1955. Others were scheduled to attend the 25th course in February
'1968. Dﬁring 1966, GATT had also sponsored courses in foreign trade
" and commercial policy that were held in Africa--st Tananarive,
' _Madagascar‘and‘Lagos, Nigeria,’respectively.
During‘l967, as in previous years, the GATT continued its
activities in affording technical assistance to less~developed

countries and in undertaking development-plan studies; these and
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other special projects were undertaken in cooperation with otﬁer
international ofganizations. Thus, for example, the GATT Secre-
tariat participated with the International Bank for Reconstruction
and Development in a study of the export goals and policies.adopted
by the Republic of Korea for its second five-year development‘plan. |
Research work was continued on a long-term study of means to expand
intraregional trade in West Africa.and serve as a basis for‘infer-
governmental negotiations concerning trade arrangemenfs to be
followed by the Economic Commission for Africa. In April 1967, the
Eéonomic Community of West Africa was established, during a ﬁinis-
terial conference of the West African countries. At that time, the
GATT Secretariat,‘UNCTAD, and the Economic Commission for Africav
agreed to expand and jolntly complete the aforementioned study.-
Finally, the Secretariat agreed to assist Algeria in the field of
export promotion and commercial policy.

A number of contracting parties stressed the great importance
of GATT's fellowship and technical assistance programs in helping
developing countrieg to overcome some of their difficulties and ek-
pressed the hope that the programs might be expanded in the future.

The Contracting Parties took no action on this report.
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REGIONAL ECONOMIC ARRANGEMENTS

Many members of the GATT are also members of regional economic
arrangements, such as customs unions or free-trade areas; under the
General Agreementa'they are required to report annually to the Con-
tracting Parties on their activities in these organizations. l/
During 1967, therefore, the Contracting Parties received reports from
GATT coﬁntries participating in the following arrangements: The Euro-
- pean Economic Community (EEC); the European Free Trade Association;
the Latin American Free Trade Association; the Arab Common Market; the
Central African Economic anﬁ Customs Union; the West African Economic
Community; and the United-Kingdom Ireland Free Trade Area Agreement.

This section, which relates primarily to the activities of the
GATT during 1967, summarizes the principal features of these reports,
as well as the actions taken with respect thereto by the Contracting
Parties. Thé major developments in commercial policy in the various

regional groups in 1967, however, are discussed more fully in chapter 3.

1/ Article XXIV of the General Agreement permits the formation of a
customs ‘union or a free-trade area embracing the territories of two or
more contracting parties, provided that the trade barriers imposed by
the new trading entity on commerce with third countries are not gener-
ally more restrictive than those previously applicable. Both customs
unions and free-trade areas aim to abolish import duties and other re-
strictions on substantially all trade between the participating coun-
tries. Countries participating in a customs union, however, also
maintain, or plan eventually to maintain, a common tariff and other re-
strictions on trade with third countries, whereas the participants in
a free-trade area continue to maintain their own external tariffs and
other restrictions on commerce with nonmember countries.
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Of necessity the reports discussed below relate frequently to actions

taken before 1967. 1/

European Economic Community
The representative of the European Economic Community (EEC) re-
ported to the Contracting Parties at their 2Wth Session on the bommu-
nity's progress toward attaining a common market in industrial and
agricultural products, as well as its further alighment §f national
duties with the Community's commbn external tariff. These and other
~developments in EEC policy are discussed below. 2/

The projected common market for
industrial products

By July 1, 1967, the level of duties on infernally traded indus-
trial products had been feduced to 15 percent of the base ratés éh;t
had been in force on Jamuary 1, 1957. On July 1, 1967, following a
series of consecutive reductions in duty during the Community's 10-
year transitional period, an additional reductioﬁ of 5 percent became
effective. The remaining duties on such intraregional traQe were to

.

be abolished by July 1, 1968.

Common agricultural policy -

The elimination of duties on intraregionally traded agricultural

products was also scheduled to be completed by July 1, 1968; this

l/ Many of the details alluded to in these 1967 reports were covered
more extensively in the 18th Report on the Operation of the Trade
Agreements Program in the chapter dealing with major commercial policy
developments.

g/ See Operation of the Trade Agreements Program, 18th report (proc-
essed), pp. 147-59.
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goal was to be approached in stages, as provided for byAregulations
under the EEC common agricultural policy. On July 1, 1967, intra-
Community duties on unmanufactured tobacco were reduced, in the second
of two stages,»to 20 percent of the basic duties; those on fruits and
yegetables were eliminated on January 1, 1967. In addition, duties
were suspended until 1968 on a number of primary products imported
from third countries and of particular interest to developing coun-

L4

tries.

During the intersessional period, the EEC made additional head-
way in de&eloping its common agricultural policy. It completed com-
‘mon markéting regulations for vegetable oils and fats and for sugar,
and substituted common (Community) price-support levels for national
support levels for cereals, pork, eggs, poultry, rice, and olive oil.
Moreover,Ait had established an agency--the European Aéricultural A
Guidance and Guarantee Fund (EAGGF)--to help finance the Community's
programs.‘ The EAGGF was provided resources with which to reimburse
member states for eligible éxpenditures incurred in implementing the

Community's common agricultural policy. 1/

Common external tariff

The Community's common external tariff (CXT) for industrial prod-
ucts was scheduled to go into effect on July 1, 1968. By that date,

the first two stages of duty reductions resulting from the Kennedy

1/'See the section on the common agricultural policy of the EEC,
ch., 3. _
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Round negotiations were also to be implemented. Meanwhile, the mem-
bers had completed.60 percent of the cumulative adjustments necessary
to achieve the projected aliénment of the duties in their.nationai'
tariffs with those in the common external tariff. As already noted,
the common external tariff also became applicable to those agricul-
tural products for which the common marketing regulations were pu£ in

effect during the year.

Status of the Community's trade

The Community had continued to experience a substantial deficit
in the trade account of its balance of péyments. This deficit,
which resulted largely from increased imports from developing coun-
tries and the United States, amounted to $1.3 billion in 1966. During
 that year, imports from third countries increased by about 7.5 pér-
cent, which was higher than the increasg in 1965. Both exports to,
and imports from, the United States had increased between 1965 and
1966, although the rate of growth in fhe imports'was the greater.
Imports from state-trading countries rose substantially, while those
from western industrialized countries grew only moderately. In
spite of its high degree of self-sufficiency in agricultural products,
the Community continued to be the world's leadinglimporter of such
products. In 1966, the Community's imports of égricultural products
from developing éountries had increased at a more rapid rate than did.
.those from other industrialized countries. The share supplied by

the Associated African and Malagasy States in the total EEC imports
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continued to be small--about 2.5 percent--compared'with the shares of
other groups of developing countries, such as Latin American and other

African countries.

Associate members

The représentati&e of Greece reported on developments that had
occurred during 1967 as a result of the implementation of the Agree-
ment of Associatiaon between his country and the Community. He stated
that the elimination of customs duties and other trade barriers be-
tween Gréece aﬁd its EEC partners had proceeded as scheduled in the
Agreement of Association. On July 1, 1967, duties on industrial
products exported to the Community were reduced to 15 percent of the
basic rates in effect in July 1957. The corresponding duties on
agricultural prdducts of special interest to Greece (raisins, tobacco,
wines) were reduced. to within 30 percent of the basic rates. More-
over, quantitative resfrictions on industrial products had been elimi-
nated on November 1, 1962, and those on agricultural products were
being reduced gradually.

The representative of Greece said that its duties on products
imported from the Community had been reduced by amounts ranginé from
25 to 40 percent of the basic rates for agricultural products and by
15 percent for all other commodities. He noted that the progressive
implementation of the Agreement of Association had not hinderéd the

development of trade between Greece and third countries. Between

1963 and 1966, the value of Greece's imports from those countries had



51

increased by 49 percent compared with 58 percent for the value of im-

ports from the Community.

Review by the Contracting Parties

At the discussion that followed the presentation of the EEC re-
port, a number of countries, including the United States,’ekpreésed
concern about: (1) the protectionist character of the Community;s
common agricultural policy and the adverse effect 1t was'likely to
have, especially on the trade of traditional EEC suppliers; and (2)
the number of preferential arrangements that wefe being developed
under assoclation agreements--particularly those set up ﬁnder the
Yaounde Convention, which did not provide for the creatiph of free-
trade areas of a type permissible under article.XXIV of the General
Agreement. Some develobing countries complained that both tﬁe ﬁﬁc
and the Assoclated African States continued to discriminate against
the trade of nonassociated developing countries. They also held
that, when preferences were granted to developiné countries, such
favors should be extended to all developing countries, whicp, in turn,
should not be expected to reciprocate by according preferential treat-
ment to products of developed countries.

- The representatives of both the Community and of the Associated
African and Malagasy States took the position that: (1) the prefer-
ential arrangements established under the Yaounde Convention had nbt
injured the trade of other developing countries; (2) the share of

EEC's imports accounted for by the trade with these member countries
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was.quite small; and (3) the preferential treatment accorded their
products by the Community was a form of developmental aid, which they
had negotiated with the EEC. With regard toAthe possibility that the
Community's common agricultural policy might have adverse effect on
the trade of third countries, the EEC representative said that such
concern was not justified in view of the Community's ingreased im-
ports of agricultural products and the persistent deficit in its
trade account.

The- reports by the representative of the Community and Greece
were accebted by the Contracting Parties without any further action.
No reporté were submitted in 1967 by either Turkey or the Associated

African and Malagasy States.

European Free Trade Association
In November 1967, the countries of the European Free Trade Asso-
ciation (EFTA) 1/ reported on measures that they had undertaken, after
reporting at the 23d Session of the Contracting Parties, to implement
the Stockholm Convention. g/ They reported that the principal ob-
Jective of the EFTA continued to be the creation of a large European
market and the expansion of world trade. ;/ In pursuit of thése

objectives, the member countries had participated actively in, and

1/ Austria, Denmark, Norway, Portugal, Switzerland, Sweden, and the
United Kingdom. Finland became an associate member in 1961.

2/ See Operation of the Trade Agreements Program, 18th report (proc-
essed), pp. 72-75; also L7th report, pp. 3L-35; 16th report; p. .15;
15th report, p. 29. T

3/ See chapter 3 of this report.
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contributed to the successful conclusion of, the Kennedy Round of
tariff negotiétions.

The EFTA report indicated that on December 31, 1966, the coun-
tries of the Association had achieved their basic objective--a fully
operative free-trade area for most industrial products traded between
members. On that date, the member countries removed the remaining
20 percent of the rates of duties that had been in effect in the base
year 1960. On January 1, 1967, moreover, the member countries elimi-
nated, with a few exceptions, the remaining quantitative import re-
strictions on industrial products.

The EFTA report further stated that itsvobjective in the agr;cul-
tural sector is "to facilitate an expansion of trade which will pro-
vidé reasonable reciprocity to member states whose economies Qre-
largely dependent on exports of those products.” 1/ During 1966, the
report said, intra-EFTA trade in agricultural products increased at |
approximately the same rate as did that in manufacturea'products.

In addition, members of the Association concluded one new agreement,
signed between Dermark and Norway in December 1966, and two’supple-

mentary agreements--one between Denmark and Finland in November 1966
and another between Denmark and Sweden in March 1967.

The EFTA countries reported that on December 31, 1966, Finland
in implementing its Agreement of Associatioﬁ had furéher reduced by

10 percent its import duties on a large number of industrial products

1/ GATT L/286L, p. 2.
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of EFTA origin; moreover, it planned to eliminate the remaining 10 per-
cent of the duties on these products on December 31, 1967. l/

Finland had also effected a comparable reduction in duties on most of
the remainihg indusfrial products; duties on these products were
scheduled to be abolished by December 1969, through threé additional
annual reductions of 10 percent. Despite a difficult balance-of-
payments situation, Finland had also liberaliged, effective January 1,
1967, its import quotas of a number of products; it planned to com-
plete similar action by December 1967_for.other products remaining
under quoéa.

In fhe discussion that followed the presentation of EFTA's
report a number of GATT members voiced concern that the bilateral
agreements on agricultural trade concluded between individual EFTA
members might)limit the development of such trade with third coun-
tries and fhat the éccelerated reduction of intraregional duties on
cotton textiles might adversely affect EFTA imports of such products
from third coﬁntries. The‘representative Qf SWitzerland, speaking
forvihe EFTA»countries, replied that the bilateral agreements con-
formed with the provisions of both the Stockholm Convention and the
CGATT and that they provided reasonable reciprocity. He further
stated that, in developing these agreements, the member countries had
kept in mind particularly the interests of traditional exporters to
their markets and that the effect of the agreements on internal‘and.

bthird-country interests would be reviewed annually.

1/ See Operation of the Trade Agreements Program, 18th report (proc-
essed), p. T&.
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The Contracting Parties acknowledged the EFTA report and took no

further action.

Latin American Free Trade Association

The annual report of the Latin American Free Trade Association
(LAFTA) 1/ on its activities during 1966/67 was also submitted to the
Contracting Parties at their 24th Session. The most significant
development there during the year had been the meeting of Heads of
State of the member countries of the inter-American system at Punta
del Este, Uruguay, in April 1967. Most of the decisions at that
meeting concerned economic integration and international trade in
Latin America. More specifically, the Heads of Staté had agreed to
establish, during a 15-year transitional period beginning in 1970, a
Latin American Common Market based on an improved version of the
LAFTA and CACM integration arrangements. The LAFTA report embodied

the following information:

Council of Foreign Ministers

The Council of Foreign Ministers 2/ met in December 1966 and in
August-September 1967 and acted on the following matters:

Relations with the CACM.--Established a Joint IAFTA/
CACM Commission to coordinate the policies of the
two groups and speed up the process of Latin Ameri-
can integration.

l/'Argentina, Brazil, Chile, Colombia, Ecuador, Mexico, Paraguay,
Peru, Uruguay, and Venezuela.

g/ The Council of Foreign Ministers was created at the fifth annual
conference of the IAFTA countries in November 1965.
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Settlement of disputes.--Developed procedures for
settling disputes between members, pending comple-
tion of parliamentary formalities by member gov-
ernments.

Movement of LAFTA nationals.--Signed a protocol
permitting nationals of member countries to move
freely within the LAFTA territory upon presenta-
tion of valid identity, but without first obtain-
ing a visa or permit.

Sub-regional agreements.-eApproved'the provisions
of a sub-regional agreement presented by Chile,
Colombia, Ecuador, Peru, and Venezuela.

Preferential tariff treatment.--Adopted resolu-
“tions indicating that Uruguay and Bolivia were
eligible to the preferential tariff treatment to
be accorded less-developed member countries, as
provided under chapter VIII of the Treaty of
Montevideo.

Activities of the Standing Executive Committee

During 1966 and 1967, the Committee acted on the following impor-
- tant items:
Commercial policy.--Set up a group of experts to

draft a common external tariff by December 31,
1970.

Customs procedures and administration.--Appointed
experts to prepare preliminary drafts of: pro-
cedures to be followed by members in determining
customs value; information to be required on
customs documents;-and a uniform customs tariff.

Industrial matters.--Adopted guidelines for
established study groups on iron and steel,
.petrochemicals, paper and cellulose, and prob-
lems of the less developed member countries;
studied the possibility of integrating the manu-
facture of certain products of the chemical in-
dustry.

Agricultural matters.--Received recommendations
from the Advisory Committee on Agricultural
Matters, respecting: plant health, tobacco,
fruit, coordination of agricultural policies,
and the marketing of agricultural products.
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Conferénce of- the LAFTA Contracting Parties

The LAFTA counfries held their eighth regular tariff negotiating
conference from October 24 ts December 20, 1966. There they negoti-
ated about 500 csncessions; three-fousths of these were on_prOdﬁcts
not previously subject to concessions. About 140 qf these repre-
sented renegotiated concessions; they concsrned primarily p;oducts of
the chemical and pharmaceutical industry and electrical machinery and
appliances. More than 9,000 concessions had been exchanged by the
member countries during all the conferences. |

At the 2hth Session of the Contracting Parties of the GATT, the
‘representative of Argentina, speaking in beﬁal% of thé LAFTA coun-
tries, said that three-fourths of the growth in the value of trade
that had occurred in LAFTA between 1962 and 1966 represented trade
wifh third countries. He also indicated that quantitative restriec-
tions had largely been eliminated sn negotiated producfs, 80 pefcént
of which consisted of chemicals, steel products,.machinsry, electri-
cal equipment, and agricultural commodities. The representative of
Argentina further noted fhe important decision of the Latin American
Heads of State to establish, beginning in 1970, a Latin American
Common Market.

Representatives of two contracting parties of the GATT commended
fhe members of the LAFTA for the progress they had made in dis-
mantling trade barriers within the area and for the projected change’

from a free-trade area into a common market.
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The Contracting Parties took note of the LAFTA report without any

further discussion.

Central American Common Market
Nicaragua--the only contracting party to the GATT that was also
a member of the Central American Common Market (CACM) 1/--submitted
no report on developments in that Market following its last report to
the -Contracting Parties. 2/ It had done so in previous years, but

was not represented at the 24th Session of the Contracting Parties.

Arab Common Market
In November 1967, the countries of the Arab Common Market 3/ sub-
‘ mitted their first report to the Contracting Parties, describing the
headway that the new regional arrangement had made during the inter-
session period. L4/

The decision to establish an Arab Common Market, formally
announced.in August 1964, followed the adoption of an Agreement for
Arab Economic Unity, which became effective January 1, 1965, At
their 23d Session, the Contracting Parties épproved a report by a
Working Party indicating that the Agreement was compatible with the

relevant provisions of the GATT.

...................

2/ See Operation of the Trade Agreements Program, 18th report (proc-
essed), pp. [7-80; also l7th report, pp. 35-36; 16th report, p. 16;
and 15th report, pp. 29-30. N

3/ Iraq, Jordan, Syria, and the United Arab Republic.

For additional information on the Arab Common Market, see Qperé-
tion of the Trade Agreements Program, 18th report'(processed), Pp.
80-82, and 17th report, pp. 36-37.
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The report by the Arab Common Market listed the following princi-
pal accomplishments of the regional arrangement by November 1967:

Import duties on many industrial products originating

within the region had been reduced by a total of 80 per-

cent, 55 percent on others, and 30 percent on the rest.

Tmport duties on many agricultural products and on raw

materials originating within the region had been elimi-

nated and duties on most others reduced by a total of

60 percent.

- To safeguard its revenue position, however, Jordan had
retained its import duties on several important products.

A plan to establish an Arab Payments Union for member

states was scheduled to be put in effect within a few

months.,

Freedom of movement of nationals of the Arab Common Mar-

ket within the region was scheduled to begin by

January 1, 1968.

The value of products traded among member states was

higher in the first half of 1967 than in the correspond-

ing period of 1966.

The report of the Arab Common Market also noted that a number of
permanent committees and subcommittees--a Customs Committee, a Mone-
tary and Financiel Committee, an Economic Committee--would be created
shortly to deal with specific problems of the region. Both the
representative of the United Arab Republic and the chairman of the
Council of Arab Economic Unity commented orally on most of the devel-
opments described in the aforeméntioned report. In response to a
question from the representative of Australia, the chairman of the

CAEU replied that a common external tariff of the Arab Common Market

would be implemented in five stages, starting in 1970. Several

GATT members expressed their gratification with the progress the
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Arab Common Market had made during the period between the two sessions
of the Contracting Parties.

The Contracting Parties took note of the report without any fur-

ther action.

“Central African Economic and Customs Union

At the 24th Session of the Contracting Parties, the representa-
tive of Chad reviewed developments during 1967 in the Central African
Economic and Customs Union, l/ even though he had not previously con-
sulted iﬁ_this.regard with‘the other governments concerned. He
stated thgt the Union hdd been established within the framework of the
Organization éf African and Malagasy States. Various achievementé,
particularly the adoption of a common customs tariff, he said, would
lead to broader cooperation in the future, including the integration
of economic policles of the member governments. This the CAECU
would strive to achieve without adversely affecting the interests of
third countries.

The representative of the United States stated that, although
his‘delegatibn sympathized with the economic goals of the CAECU, it
regretted that the Union had granted preferential tariff treatﬁent to
impdrts from the EEC, while the members of the Yaounde Convention had

not. He said that such discrimination was undesirable in that it

1/ The Central African Republic, Chad, Congo (Brazzaville), Gabon,
and Cameroon--all formerly under French administration. These coun-
tries are also signatories of the Yaounde Convention between the EEC
and 18 African and Malagasy States. For additional information, see
Operation of the Trade Agreements Program, 18th report (processed),
pp. 63-8L4; also l7th report, p. 36 16th report, pp. 1h4-15,
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did not promote economic development and prevented products from being

imported from.the'cheapest sources of supply.
The Contracting PartiesAtook note of the statement by the repre-

sentative of Chad and expressed hope that the CAECU would submit a

written report at the next session.

West African Economic Community

On May 4, 1967, in the city of Accra, Ghana, fourteen states in
West Africa (including both English-and French-speaking countries)
drew up Articles of Association forvestablishing a West African Econ~
omic Community (WAEC). 1/ In August, the Interim Council of Ministers
of the new Community requested that the GATT géant observer status to
the new Community. At their 2lth Session, the Contracting Parties
agreed to this request.

The Articles of Association of theAWAEC declared that the Commu-
nity aimed to: (1) promote economic development in the member states;
(2) maximize the interchange of goods and services among its members;
(3) further the expaﬁsion of trade, not only betw?en thé member states,
but also between them and the rest of the world; and, (k) cqntribute

to the economic development of the continent of Africa on the whole.

United Kingdom-Ireland Free Trade Area Agreement
In November 1967, the Government of the United Kingdom submitted
its first report to the Contracting Parties on the implementation of

its agreement with Ireland. The agreement, which had been concluded

{/ The Articles of Association were open for acceptance by the fol-
lowing Governments: Dahomey, Gambia, Ghana, Guinea, Ivory Coast,
Liberia, Mali, Mauritania, Niger, Nigeria, Senegal, Sierra Leone,
Togo, and Upper Volta.
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between the two countries in December 1965 had provided for the estab-
lishment of a free-trade area by July 1, 1975. 1/

Both countries had participated in the Kennedy Round negotiations,
where the Contracting Parties had authorized Ireland's accession to |
the GATT, subject to terms delineated in a protocol. Meanwhile, on
July 1, 1966,'the United Kingdom had eliminated virtually all protec-
tive import duties on Irish products. On July 1, 1966 and July 1,
1967, Ireland had effected the first two of a 'series of projected
reductions, of 10 percent each, in its duties on most imports from the
United Kingdom; Moreover, by July 1, 1966, Ireland had abolished all
quantltative restrictions on imports of most goods to which the
Agreement applied nevertheless, because of dlfficultles that had
. developed in the Irish motor industry, it had found it necessary to
reimpose its restrictions on imports of automobile tires from the
© United Kiﬁgdom during the period July 1 to December 31, 1967.

At the 2L4th Session of the Contracting Parties, the representa-

tive of the United Kingdom commented on developments that had occurred

in the free-trade area during 1966/67, as described in the aforemen-
tioned report. Meanwhile, Ireland had obtéined the necessary two-
thirds ﬁajority approving its accession to the GATT. The representa-
| tive of Ireland informed the Contracting Parties that his country,
having completed the necessary parliamentary formalities, would
shortly sign the Protocol of Accession. The Contracting Parties took

note of the information submitted.

1/ See Operation of the Trade Agreements Program, 10th report (proc-
essed), pp. 85-86.
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ACTIONS REIATING TO GATT OBLIGATIONS

During 1967, several éontracting parties initiated actions im-
pinging on their obligations under the General Agreement. Neverthéless,’
when so doing they conformed with special provisions of the-Agreement
envisaging thé occasional need for such action. Under designéted‘cif-
cumstances, the Agreement permits contracting parties to act in a man-

ner'inconsistent with the broader objectives of the GATT to reduce
customs duties, lower other trade barriers, and elimiﬁate discrimina-
tory practices in international commerce.

Article XII of the Agreement, authorizes a contracting party to
impose restrictions on imports when necessary to prevent a serious de-
cline in its foreign-exchange reserves and maintain equilibrium in its
balance of payments. Article XVIII authorizes a contracting party, .
whose economy is in an early stage of development, to adopt protecfive
duties and other measures to facilitate its development brogram,'as_
well as to protect its external financial position.’ Articles XIX and
XXVIII, authorize & contracting party, under designated cénditions, to
modify or withdraw tariff concessions. Under article XXV, moreover,
the Contracting Parties may, in "exceptional circumstances not else-
where provided for," grant, by two-thirds vote, a temporary waiver of
any obligation imposed on a member country by the Agreement.

Members imposing restrictions for balance-of-payments purposes
under the authority of articles XII or XVIII, however, are required

to consult with the'Contracting Parties periodically;;/; those

;/ A Committee on Balance-of-Payments Restrictions represents the
GATT in these consultations, in accordance with procedures established
at the 17th Session of the Contracting Parties. -
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utilizing article XII'must consult annually, and those utilizing ar-
ticle XVIII, biennially. Waivers granted under the authority of arti-
cle XXV, or authorizations granted under article XXVIII, generally
have fixed terminal dates, which may be extended.
Import Restrictions Applied Contrary to Obligations Under
the GATT and Not Authorized by Waivers

Early in 1967, the Secretariat of the GATT requested all contract-
ing pg}tiés to report:all quantitative import réétrictions currently
being employed withoutthaving obtained authorization by the Contracting
Parties. The Secretariat also requested newly independent countries
that were applying importwrestrictioné without authorization under
article XVIII to submit reports describiqg their import control systems.
They'wére‘informed that they could fully comply with this request with-
out prejudicing their current status in the GATT.

By the élose of the year, 18 countries that were maintaining re-
strictions of a "residual” 1/ character and 8 countries in the newly
independent category had respohded to the request by the Secretariat.
Five other countries reported either that the& maintained no import re-
strictions that were contrary to the provisions of the GATT or that
those employed had been authorized by waivers. Some 20 countries
either (1) failed to respond to the request by the Secretariat, (2)
had‘previously stated that'they applied no "residual" restrictions,

or (3) had submitted reports that were out-of-date or incomplete.

. 1/ Under the GATT rules, residual import restrictions are quantita-

tive restrictions imposed originally for balance-of-payments purposes
and maintained in force after the balance-of-payments difficulties
have passed.
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During the year, 13 additional countries responded to a similar re-
quest by the Director General in 1966. 1/ The Secretariat‘urged all
members to respond regularly by reporting fullonn all imrort restric-
tions being maintained. Because of the qut-of—date or fragmentary
character of the information available, the Secretary had been unable
to answer satisfactorily many inquiries received from contracting par-

ties seeking information for trade promotion purposes.

Import Restrictions for Balance-of-Payments Purposes

During 1967, ten contracting parties that were currently maintain-
ing quantitative import restrictions for balance-Of-paymgnts purposes
held consultations with the Committee on Balance-of—Payments Restric-
tions. Nine of these were applying such restfictions under,provisigns
of either article XII:L(b) or article XVIII:12(b); the tenth faiied to
identify the authority for such action.

Under the provisions of the General Agreement, an individual con-
tracting party resorting to quantitative restrictioﬁs for Salance-of-
payments purposes must consult with the Contracting Parties, as a body,
regarding the nature, extent, and-justification of such restrictions.

A contracting party is also required to so consult, Yhenever it either
applies new restrictions or intensifies those already existing; more-
over, all contracting parties that continue to apply import restrictions
already authorized under article XII or article XVIII:B must consult

regularly with the Contracting Parties and establish that there is a

1/ Operation of the Trade Agreements Program, 18th report (processed),
pp. 87-89.
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continued need for such measures. Because of the ihterrelationship of
quantitative restrictions and exchange control, the Contracting Parties
are also required, pursuant to the provisions of article XV of the Gen-
eral Agreement, to consult with the International Monetary Fund respect-
ing the appropriateness of such restrictions by any member of the GATT.
Accordingly, an examination by the Fund is held in conjunction with
that by the GATT. .

Between May and October 1967, ten contracting parties consulted
with the Cémmittée on Balance-of-Payments Restrictions respecting im-
port restrictions currently being maintained. In all instances, they
had previousiy obtained temporary authorization to impose such restric-
‘tions under the provisions of either article XII or article XVIII:B.
Earlier during the year each of these countries had held similar con-
sultations with the International Monetary Fund.

At its consultations, the Committee received reports, not only from
each of the contracting parties concerned, but also from the Interna-
tional Monetary Fund respecting the nature of the balance-of payments
difficulties confronted by these countries. The Committee gave par-
ticulér attention to the considerations deemed to warrant continﬁé-
tion of such restrictions. 1In effect, both the International Mone-
tary Fund and the Committee'took cognizance of whether the individual
countries were conforming to their obligations under the two agree-
ments and made appropriate recommendations directed ultimately to the
complete removal of the restrictions requiring sanction. The member

countries involved in the consultations, the dates on which the
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consultations were held, and the authority under which the consulta- .
tions were conducted are as follows:
Date consultation was

Country GATT authorify held or completed
(Article No. ) '

Chile--=-ccune-- XVIII:12(Db) October 18, 1967
Finland=-======= XIT:4(b) October 16, 1967
Indig==-=-===n=-= XVIII:12(Db)  July 25, 1967
Indonesig=====-= XVIII:12(b) October 20, 1967
New Zealand----- XII:W(Db) July 18, 1967
Pakistan-------- XVIII:12(Db) July 24, 1967
South Africa---- XII:4(Db) October 30, 1967
Spain-----=====-= 1/ | May 12, 1967
Tunisig--====--- XVIII:12(b) October 23, 1967
Turkey=--======= XVIII:12(b) July 20, 1967

1/ Authority not clear
At the 2Lth Session of the Contracting Parties, the Committee
recommended that the aforementioned member cbuntries be permitted to
continue to apply the identified import restrictions for balancé-of-
payments purposes. The Contracting Parties approved the recommenda-

tion of the Committee.

Chile

Chile had infoimed the Committee that it intended to continue
to apply its import restrictions. The Government had concluded
that maintenance of these restrictions had bgen made necessary by
the fact that world market prices for copper had declined appreci-
ably--exports of this product have constituted Chile's principal
source of foreign exchange.  Hence, the authorities deeﬁed that

continuation of the restrictions would permit the Government to
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regulate the flow af imports according to the availability of foreign
exchange.

The representative of Chile repo;ted that his Govermnment had
introduced a new customs tariff based on the Brussels Tariff Nomen-
clature and had. simplified various import procedures and requirements.
He added that these changes, which had led é;“; é&bstantial increase
in imports, coupled with tax reform initiated earlier, had put pres-
sure on the country's balance of payments and produced a condition
of austerity.

He repérted that: his Govermment's policy regarding the national
eéonomy Wa§~to achieve & higher rate of growth and a more equitable

_distribution of inceme.. To this end, he said that the Government
had initiated measures designed to: (1) double the production and
exportation pf'copper<in the short run and increase the diversifica-
tion of exports,in.thé:long run; and (2) through a system of priori-
ties regulating the flow and type of imports, ensure the optimum use
of the country's foreign exchange earnings.

The consultations with the Monetary Fund confirmed that Chile's
balance of payments had been adversely affected by three develop-
‘ments: a decline in the prices of copper, a net increase in foreign
‘borrowing of about $95 million by the Govermnment, and an increase in

imports. - These developments were expected to result in a deficit

of about $20 million in the country's foreign-exchange balance in
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1967, whereas there had been a surplus of $1L40 million in 1966.
The Fund reported that the general level of Chile's restrictions was
no higher than necessary to prevent a serious decline in its mone-

tary reserves.

Finland

Finland also requested consultations with the Committee; it re-
ported that, despite stringent economic measures that it had been.
administering, pressure on Finland's balance of payments had con-
tinued unabated since its last consultation.}/ The representative
of Finland reported that the crisis in his country's ba}ance of pay-
ments, which had been described at a meeting with the Committee in ‘
December 1966, had persisted; hence, his Govermment had taken addi-
tional control measures. Most imporfant among these were: (1) upon
the recommendation of the International Monetary Fund, a devaluation
of the Finnish markka; (2) the application of a more selective‘credit
policy by the Bank of Finland; and (3) the require@ent of increased
cash deposits, before exchange would be granted for designated imports.

To combat the inflationary effect of such gevaluation, moreover,
the Government indicated that it would impose a tempprary export
levy, abolish duties applied on certain items traded with members of
the EFTA, and "freeze" the prices of commodities important to the

cost-of-living index. The representative of Finland stated that the

1/ Operation of the Trade Agreements Program, 18th report (processed),
pp. 93-9h. ‘
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revenue, which his Govermment expected to earn by imposing the export
levy, was to be used primarily to: (1) improve production in Government-
controlled enterprises; (2) develop facilities for the production of
energy; and (3) finance export credits and forest improvement proj-
ects. He also said that, since his Government did not plan to estab-
lish any new restrictions, import quotas were expected to remain at
about the current level, and, hence, further relaxation of import
restrictions would soon be forthcoming. He added, moreover, that
Finland's remaining bilateral payments agreement with a Fund member,
-Colombia, ﬁﬁuld be terminated at the end of 1967.

| The Fuhd feported.that-during 1966 the rate at which Finland's
. eécohomy was expanding had continued to slow down; neither fixed in-
vestment nor exports had increased sufficiently. Moreover, the
‘country had suffered a reduction of $10l million in its gross claims
against foreign cufreﬁcies, following a reduction of $95 million
during 1965. The Fund also reported that during 1966, the Finnish
Government had initiated several measures--such as raising taxes and
other charges, curtailing government spending, and limiting central
bank credits--in an effort to restore equilibrium in its balance’ of
payments. The Fund deemed these measures to be warranted under the
clrcumstances. It noted_ﬁith approval that, in spite of Finland's
balance-of-payments difficulties, that country had continued to re-
duce import restrictions and discriminations. "By the end of 1967,

Finland also expected to terminate its only remainihg bilateral pay-

ments agreement with a member of the Fund.



T1

India

Consultatién with India concerned that country's desire to con-
tinue its restrictive policy réspecting both external trade and pay-
ments. The representative of India stated that his country's econ-
omy had been undermined by two successive droughts; hence, India had
been forced to deplete its foreign-exchange reserves in order to im-
port large quantities of food grains. He added that, despite the
stimilus provided to exportation by the devaluation of the rupee in
June 1966, India's earnings from exports had declined. Two factors
had contributed to this end--unfavorable demand conditions abroad and
the reduced domestic supply of agricultural pfodﬁcts-available for
export. The representative also attributed the depline in India's
foreign-exchange reserves to increased charges for debt-servicing. - -

To cope with these conditions, India had been exploring whether
friendly countries would extend additional assistance in the form'of
.food or cash. The representative reported that meanwhile his
Government's Fourth Plan would endeavor quickly to raise agricultural
production, combat inflation, increase foreign-exchange earnings
through exports, intensify the family planning program, and provide
a more competitive climate for industry through the-relaxation of
administrative controls.

Meanwhile, the Fund reported that the devaluation of the rupee
and India's import liberalization progrgm--both of which measures

were introduced in 1966--together with its efforts under the Fourth
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Plan, should stimulate the country's economic growth. The Fund
recormended that India reduce its govermment deficit, currently being
financed through bank credit, and expand export earﬁings. Spokesmen
for the Fund said that these measures, together with adequate foreign
assistance, would enable India to progress further toward the removal

of restrictions on imports and payments.

Indonesia

Indonesia's economic condition, both internal and external, had

been critical for several years; moreover, its situation was not ex-
:pected to improve umtil the Govermnment could implement a broad pro-
gram of economic structural reforms. Accordingly, the hoped-for
relexatiOn of Indomesia's import restrictions, if achieved, would have
to be effected gredually, over a period of several years.

The rebresentative of Indonesia stated that, primarily as a re-
sult of a serious decline in exports, his country's balance of pay-
ments had continued to deteriorate after 1963, when Indonesia had
last consulted with the Committee. He said that, despite reforme
implemented by the Government, the_country's economy had been badly
affected by continuous budget deficits and serious inflationary pres-

:spres. The representative further-indicated that all reforms under-
taken hed been designed to assure that the rehabilitation and growth

of the country's economy would be accomplished through the free play
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of the market forces. Accordingly, starting in Qctober 1966, the

Govermment had initiated measures:

Converting many state enterprises into private
undertakings and depriving the remaining state
enterprises of their special privileges in ob-
taining capital and of fixing prices, thereby
placing them on an equal competitive footing
with private enterprises;

Returning the management of foreign enterprises
from the state to their owners;

Ceasing to require import licenses for raw mater-
ials and designated essential commodities;

Enacting legislation providing both tax incentives
and investment guarantees to foreign companies
operating in Indonesia;

Adopting a single exchange-rate system.

Expanding the list of products that could be im-
ported under open import licensing to cover nearly
half of the items in the Indonesian tariff sched-
ule;

Increasing to nearly 90 percent the share of ex-
port proceeds made available for free, nongovern-
mental imports;

Instituting measures to limit credit expansion and
maintain a balanced budget.

.

These reforms were further strengthened in July 1967.

The consultations with the Fund revealed that Indonesia's bal-
ance-of-payments position in 1967 had benefited féém agreements
rescheduling its debt payments, and from the receipt of additional
foreign aid amounting to about $200 million. The Fund warned, how-
ever, that the country's balance-of-payments situation continued to

be eritical and that substantial foreign assistance was needed. It

commended Indonesia on the progress achieved: 1in simplifying its
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exchange system, in relaxing import restrictions, and in increasing
its reliance on market forces to stimulate further growth of its

economy.

New Zealand

New Zealaﬁd reported that it continued to face serious balance-
of-payments difficulties and that, as a result, the Government did
not plan to relax its quantitative import restrictions. A sudden
decline ip world prices of wool at the end of 1966 had reduced sub-
stantially- New Zealand's export earnings during late 1966 and early
1967; by May 1967, the country's foreign exchange reserves had de-
clined to $104 million--from $127 million in May 1965. Moreover,
.New Zealand was encountering considerable difficulty in obtaining
funds abroad.

New Zealand had initiated a series of measures to reduce the
demand for foreign exchange,to increase earnings from exports, and
to reduce internal demand. In May 1967, additional fiscal measures
had been put into effect designed to increase the national revenue
by $NZ 50 million.

- The Fund confirmed that although the New Zealand Government had
tightened its exchange controls on current payments, it had decided
not to increase, during 1967-68, quantitative import restrictions.
The Fund recognized that New Zealand's balance-of-payments and for-
elgn-exchange positions did not permit it to relax immediately its

import restrictions; nevertheless, it urged that the Government
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initiate additional measures to provide an ultimate basis for such
relaxation. The Fund concluded that the general level of restric-
tions maintained by New Zealand did not exceed that necessaiy to

prevent a serious decline in its foreign-exchange reserves.

Pakistan

The representative of Pakistan reported that during 1966 his
country had been compelled to introduce administrativé restrictions
to curtail imports and thereby prevent further deterioration of its
exchange position. He said that although Pakistan had achieved s
satisfactory rate of growth during the period of its second Five-
Year Plan (which had ended in June 1965), such progress had been
interrupted during the first 2 years of the third Five-Year Plan.
He added that after 1960 Pakistan had pursued a liberal import
policy on the expectation that continued'financial assistance from
abroad would be forthcoming. Such assistance, however, had de-
clined substantially during 1965-66 and was serioﬁsly delayed in
1966-67.  Moreover, he said that, because of drought conditions,
the country had experienced a severe decline in food production
and had received reduced food supplies under U.S. Public Law 480.
As a result of these developments, the Govermnment had incurred
short-term liabilities totaling $115 million in its foreign-
exchange account, particularly in financing the importation of

food products.
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In reviewing these developments, the Fund noted that Pakistan's
import-control system and its multiple-exchange structure continued
to be both complex and restrictive. Althouéh the Fund did not ob-
Ject to Pakistan's retaining these arrangements temporarily, it did
emphasize the nggd for an early re-establishment of a unitary ex-
change rate at a realistic level. It also urged that Pakistan ter-
minate its bilateral-payments arrangements with Fund members and keep

under review similar arrangements with nonmembers.

South Africa

In 1967; South Africa's balance-of-payments position took a
serious turn for the worse, thereby precluding the Government from
‘c'c'ms'idering immediate relaxation of its import restrictions. The
representative of South Africa reported that, following the relaxa;
tion of restrictlons in 1966 and in May 1967, his country had exper-
ienced a considerable increase in imports. These developments, he
added, had contributed to increased pressure on the country's re-
serves of gold and foreign exchange, especially as exports in 1967
failed_to increase by a percentage as great as that in 1966, As a
result, the country's reserves of foreign exchange had declined té
R488 million, which was sufficient to finance less than 3-months'
imports.

The representative indicated that various disinflationary
measures had been initiated by his Government to: (1) increase the

receipts from various direct and indirect taxes; (2) impose tighter
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credit requirements; (3) induce increased public investment in tax-
free savings bonﬁs; (h) reduce the national budget for 1967/68;
(5) sterilize a budget surplus from the 1966/67 account; and (6) re-
duce Govermment indebtedness to banks. Under the circumstances, he
concluded that, although his Government ;as planning to simplify some
import procedures, no further substantial relaxation of import con-
trols was possible., |

In its report, the Fund stated that during the first half of
1967, demand had continued to exert considerable pressure on the South
African economy and had caused a rapid rise in imports. ' As a result,
by mid-1967, the country's gold and foreign exéhahge reserves had de-
creased by $155 million. The report confirmed the statement that
the South African Government had instituted appropriate measures to- -
improve its exchange position. The report concluded that these
measures were sufficient to restore a better balance in the econom&
and to stem further decline in the coﬁntry's foreign-exchange re-
serves; nevertheless, it indicated that the country's balance-of-

payments situation would be kept in constant review.

Spain
The representative of Spain reported that, unless Spanish prod-
ucts were accorded easier access to foreign markets, his country

might find it necessary to further curtail imports through the use of
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selective import restrictions. He stated that during 1966, the terms
of trade for Spain's principal exports--agricultural products--had
failed to improve appreciably, primarily because of import restric-
tions applied,by courttries that have been traditional outlets for
these products. As a result, Spain's trade deficit in 1966 totaled
$2,338 million, which was about 1l percent higher than in 1965. 1/
He further stated that his country would»continqe to.apply severe
measures to curtail domestic demand and would forego the expansion of
certain éectors of the economy, particularly agricultﬁre, whose prod-
ucts could éontribute to‘;estored equilibrium in the trade balance.
In noﬁing that Spain had made no further progress in reducing
_its-.import restrictions, the Fund concluded that the general level of
such restrictions did not go beyond the extent necessary to stop a
serious decl;ne in its foreign exchange reserves. It called atten-
tion to the potential.dange; in the country's current balance-qf-
payments position and suggested that Spain adopt appropriate fiscal
pélicies to increase domestic.savings, thereby making funds avail-

gble for greater investment at home.

Tunisia

Tunisia notified the Contracting Partles that it would continue
to apply import restrictions, It felt compelled to do so because
chronic trade deficlts had served to deplete itsbfdreign-exchange
reserves and because of the urgent need to implément its economic

development plan. Tunisia's preliminary Three-Year Plan (1962-6k4),

1/ Operation of the Trade Agreements Program, 18th report.(processed),
pp. 102-103.
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which was designed to pave the way for the first development plan, ’
had cost the country $550 million, a third of which had been obtained
from external sources.  Implementation of the first Four-Year Devel-
opment Plan (1964-68) had cost an additional $225 million, $130 mil-

lion of which had been financed abroad.

These expenditures, he said, coupled with deficits incurred in
fhé trade account of the balance of payments had depleted the coun-
try's limited foreign exchange reserves. Accordingly, Tunisia had
underteken measures to: (1) review all fiscal charges applied to im-
ports and especially to reduce duties imposed on raw materisls and
capital equipment; (2) review existing import fesfrictions, with a
view to maintaining only those required to protect infant industries
and designated economic sectors; (3) replace gradually bilateral
quotas by a global quota system; and (4) reform its customs tariff
by adopting a more detailed nomenclature to permit grea£er individ-
ualization of products than in the past.

The Fund confirmed that Tunisia had experienced successive
balance-of-payments deficits,which had depleted its foreign exchangé
reserves and had sharply increased its short-term indebtedness. Its
report further stated that Tunisia's system of trade«and payments éon-
trols continued to be restrictive and it noted with satisfaétion thét
the Tunisian authorities intended to liberalize its practices. The
fund pointed out that Tunisia's reliance on bilateralism had resulted

in undesirable discriminatory practices and urged the Government to

decrease its reliance on such arrangements.
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Turkey
The Committee's consultation with Turkey was necessitated by

increasing balance-of-payments difficulties in that country. The
Committee was particulérly concerned with the fact that Turkey had
increased,from 5 to 10 percent ad valorem, a stamp tax (stamp duty)
that it had been imposing on all imports. Turkey had not deemed
this action to be in contravention of its commitments under the
GATT. It regarded the tax as a measure to prevent further deteri-
oration of its reserve position, rather than as a device to restrict
imports. '

" The representative of Turkey reported that in 1966 his country's
.balance-qf-payments position had further deteriorated, primarily as

a result of a large trade deficit and heavy external debt services.
Between 1965 and 1966, the value of Turkey's imports had risen by
nearly 3L percent ﬁhiie that of exports had increased by only 19 per-
cent; meanwhile, external debt payments had required more than L1 per-
cent of Turkey's export earnings, Thé representative of Turkey
noted, moreover, that his country was completing its first Five-Year
Develbpment Plan and intended to implement a second Five-Year Plan
during 1968-72. The investment targets of the first plan, oriented
towards import substitution; had been substantially achieved. The
second plan would be oriented toward exports, but would seek to
liberalize quantitative import restrictions and reduce customs duties.

The Fund report indicated that Turkey's deficit in the goods and
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services account had increased from $80 million in 1965 to $175 mil-
lion in 1966 and tha£, by the end of 1966, its reserves of gold and
net foreign exchange had declined, by $33 million, to a low level of
$20 million. Although the Fund did not object to Turkey's use, tem-‘
porarily, of multiple-currency practices, it urged the country to ter-

minate its bilateral payments arrangements with three Fund members.

Ceylon's Temporary Duty Increases

Meanwhile other contracting parties gave an accounting of various
actions taken under individual waivers that had been granted. At the
24th Session of the Contracting Parties Ceylon*reportgd on certain
duty increases that it had continued to maintain under authorization
of a waiver originally granted in 1961. Later, the waiver had been
not only amended to authorize additional duty increases, but élso ex-~
tended to the end of 1968. 1/

The report described Ceylon's mounting difficulties in its bal-
ance-of-payments position dating back to the laté 1950'5. It noted
that this serious.situation had been caused primarily by a deterior-
ation in the country's commodity terms of trade; moreover, recourse
to strict import controls, increased and diversified exports, wund
substantial foreign aid had not reversed the trend. Inasmuch as
new declines had occurred in the prices of Ceylon's principal ex-

ports, the Government did not expect its balance-of-payments position

to improve in 1967. Accordingly, it saw no possibility of relaxing

1/ Operation of the Trade Agreements Program, 18th report (processed),

pp. 103-105; also 16th report, p. 19; 15th report, p. 39.
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the existing impert comtrols and deemed that, if the current pressure

rersisted, it might evemw have to resort to more rigid controls.

Turkish Stamp Tax

In a communication dated April 1L, 1967, the Turkish Government
informed the Comtracting Parties that on February 13, 1967, it had
increased, from 5 to 10 percent, a stamp tax then being imposed on
all imports (in effect, an import surcharge). .This action was
undertaken in order te: (1) finance the country's economic develop-
ment plan;‘(2) maintain internal price stability; and (3) prevent a
further deterioration in the country's balance of payments. The
.new tax, which the Gevernment was authorized to raise up to 15 per-
‘éenf, was to remain in effect until the end of the Second Five-Year
Development Plan in 1972,
| In April 1963,‘the Contracting Parties had granted Turkey a
walver, under article XXV:5 of the Geﬁeral Agreement, permitting it
to apply the initial stamp tax of 5 percent on all imports, irre-
spective of whether Turkey had granted tariff concessions thereon.
This levy was one of a series of fiscal measures introduced in March
1963 in connection with Turkey's first 5-year deveiopment plan.

At the 2hth Session, the Contracting Parties approved the
action of the Turkish Govefnment and expressed the hope that the
rate WOﬁld not be raised to 15 percent. The Contracting Parties

approved unanimously Turkey's request for the waiver.



83

United Kingdom Steel Loyalty Rebate

In the fall of 1967, the British Steel Corporation, which had
been established by the British Government in April of that year,
when the steel industry was nationalized? announced that purchasers
of wide strip mill products, particularly-sheet and medium plate,l
would be granted a rebate of 30 shillings per ton--about 5 percent--
if they éertified that they had not used imported sheet or medium
plate.

At the 2hth Session of the Contracting Parties, the U.S. dele-
gate stated that, in the opinion of his Government, the aforemen-
tioned rebate was not consistent with the obliéafions of the United‘
Kingdom under the GATT and that the rebate would have adverse effects
on international trade. He said that his Government desired to
hold consultations with the United Kingdom on this mattgr under arti-
cle XXIT of the General Agreement. | | |

The representatives of Canada and of Japan supportéﬁ.the U.S.-
position and indicated that they would like to participate in the
consultations.. The representative of the United Kihgdom replied
that the "loyalty" rebate was a temporary measure and that his
Government, after having carefully considered the compatibility of |
the rebate with the provisions of the GATT, had concluded that no
conflict was involved. He also said that the United Kingdom was
prepared to hold consultations and supply additional information

concerning this matter.
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The Contracting Parties agreed that the GATT Council should

appoint a working party to conduct the consultations.
Finland's Adjustment of Specific-type Dutles
Following Currency Devaluation

In November 1967, the Finnish Government edvised the Contract-
ing Parties that i1t intended to adjust all specific-type duties in
its schedule of comcessions, in accordance with‘procedures author-
ized by the General Agreement. Paragraph 6(a) of article II of the
‘agreement permits a comtracting party that has revalued its currency
by more'thaﬁ 20 percent tq make appropriate adjustments to its
sﬁééific-tyﬁe duties and charges. The action taken, however, must
_be in accord with the provisions of the International Monetary Fund.
Such adjustments, moreover, were not to impair the value of the
bonceséions priginally granted by the contracting party. On
October 12, 1967, with the concurrence of the IMF, Finland devalued
its currency by about 31 percent. The Finnish Govermment assured
the contracting parties that the envisaged increase in specific
.duties would not exceed that percentage.

Uruguay Adjusts Its Customs Duties and Seeks Authorizatisn
to Continue Existing Surcharges

On September 19, 1967, the Government of Uruguay increased its
customs duties by 100 percent and notified the GAIT Secretariat
accordingly. Uruguay's customs duties, though levied nominally on
- an ad valorem basis, are, in effect, specific~dutieé, since they are

collected on the basis of fixed officlal values (aforos). The
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‘ increase in duties, therefore, was effected through an adjustment of
the aforos, rather than of the rates stipulated in the tariff; it was
undertaken in order to adjust the official valuation of imported.goods
for depreciation that had occurred in the value of the national cur-
rency, and thereby to protect the country's fiscal, exchange, and gen-
eral economic position. The Government had announced a similar in-
crease in the aforos in August 1964. 1/ Under the General Agreement;
the Contracting Parties may authorize a country to increase specific-
type duties when a change in the value of its currency warrants such
an adjustment (article II:6). At the request of the Government of
Uruguay, discussion of the increase in the éfofos was deferred”until
after the 2Lth Session of the Contracting Parties.

Later, in November 1967, the Government of Uruguay requested the
Contracting Partieé to extend for an additional 6 months a waiver that
had authorized it to impose various import surcharges. The waiver,
approved at the 23d Session, was due to expire shortl&, The Govern-
ment of Uruguay stated that the circumstances that had prompted the
original request for a waiver in Méy 1961 had worsened. As a re-
sult, the Government had been obliged to take severe heasures to pre-
vent further deterioration in the country's balance of payments and
to meet the substantial commitments arising from its external debt.

Uruguay's surcharges were examined by the Contracting Parties at their

;/ Operation of the Trade Agreements Program, 17th report, p. 50.
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24th Session. The Uruguayan representative stated that the afore-
mentioned difficulties in his country's balance of payments were the
principal reason for requesting that the waiver be extended. He
said that his Government needed to implement several new measures be-
fore it could undertake consultations with interested contracting
parties. The répresentative of the four Nordic countries--Denmark,
Finland, Sweden, and Norway--indicated that they opposed further
extension of the waiver, because of the discrimiﬁatory manner in
which surcharges were being applied. Ultimately,the Contracting
Parties decided that early in 1968 both Uruguay's surcharges and its
balance-~of-payments positidn be reexamined.
U.S. Import Restrictions on Agricultural
Products

Shortly before the opening of the 24th Session of the Contract-
ing Parties, fhe-United States submitted its 12th annual report on
Import restrictions affecting agricultural products. In March 1955,
the Contracting Parties had granted the United States a waiver from
its obligations ﬁnder articles II and XI of the General Agreement to
the extent necessary to permit certain actions taken by the U.S. Gov-
ernment under section 22 of the Agricultural Adjustment Act, as
amehded.

The report indicated fhat during 1967, import regulations under
vsection 22 were in effect for the following products: wheat and

‘wheat products, cotton of certain picker lap, peanuts, and various

manufactured dairy products. Moreover, on June 30, 1967, by
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proclamation of the President, quotas had been imposed on American-
type cheeses, frozen cream, and designated articles containing 5.5
to U5 percent butterfat. Meanwhile, the quota in effect on Cheddar
‘cheese was enlarged to permit increased entries. The report de-
scribed the various actions (acreage alldtments, marketing quotas,
acreage diversion) taken by the U.S. Government during the year to
briﬁg about a better balance between the supply and demand of fhe
products subject to section é2 regulation. It also gave an account
of the efforts of the Covernment ﬁo increase the consumption of these
commodities through various food assistance programs, both at home

and abroad.

U.S. actions respecting individual products subject to import con-
trol under the provisions of section 22 were described as follows:

Cotton and cotton waste:--During the 1967-68 marketing
year, import quotas were in effect for upland-type cotton,
long staple cotton, and designated cotton waste; these
quotas were identical to those employed during the previous
year. During the 1966 and 1967 crop seasons, the U.S.
Government continued its efforts to alleviate the cotton
surplus problem, through production adjustment and related
surplus disposal programs. It continued to market stocks
of cotton in a manner designed to avoid disrupting domes- -
tic and foreign markets.

Dairy products.--During 1966-6T7, import controls
were continued on certain dairy products to prevent im-
ports from materially interfering with U.S. Government
programs in behalf of the dairy industry. These pro-
grams were designed to bring supplies of dairy products
into better balance with requirements, as well as to
stabilize their prices and the incomes received by domes-
tic producers. Primarily as a result of increased im-
ports, the Commodity Credit Corporation, which conducts
various support operations, was compelled to acquire, be-
tween January and the end of September 1967, dairy prod-
ucts having a milk-equivalent of about 7 billion pounds.
Notwithstanding this action, prices of dairy products
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after August 1967 were lower than a year earlier and, in
the absence of import restrictions, would have declined
even more.

Peanuts:--During 1966-67, the import quota estab-
lished for peanuts under section 22 remained unchanged.
It was to be continued during 1967-68. During the 1967
crop season, therefore, the U.S. Government had recourse
to acreage allotments, a marketing quota program, as well
as price-supports for peanuts. Despite efforts to limit
production and dispose of surplus stocks, the supply of
peanuts in 1967-68 was expected to exceed domestic use.

. Wheat:--No change was made in 1966, and none was
contemplated in 1967, in the import quotas that had been
established under section 22 for wheat (wheat classified
as fit for human consumption, together with flour, semo-
lina, crushed and cracked wheat, and similar products).

No quantitative import restrictions of any kind were being

imposed on feed wheat. The U.S. Govermment continued to

-utilize.several programs designed to stabilize production

and prices--e.g., such operations as acreage allotments,

‘marketing allocations, and price-support. Participation

in the price-support program is conditional on participa-

tion in the acreage allotment program.

Uponvreceipt of the U.S. report, the GATT Council appointed a
working party to examine the report and submit recommendations to the
Contraéting Parties before the close of the 2hth Session. The work-
' ing party took note of the U.S. difficulties in agriculture, particu-
larly in the sector of dairy products. It also took cognizance of
the efforts made by the U.S. Government to remedy the situation and
the modicum of success it had attained in this respect. The members
of the working party emphasized, however, that imports were not the
sole cause of these difficulties, especially since imports were small
relative to the U.S. total production and consumption. They ex-
_pressed regret that, 12 years after the walver had been granted, the

United States not only continued to maintain restrictions on



;agricultural products, but also intensified its restrictions on im-
ported dairy products. Nevertheless, most members agreed that the
difficulties encountered by the.United Sﬁates in the dairy sector re=-
flected the troublesome world situation in that area. To remedy this
situation, therefore, the working party ﬁrged the Contracting Parties
to §eek multilateral solutions, mutually acceptable to prbducers, ex-
porters, and consumers, that would aécord increased acceés to ﬁ.s. and
other markets, and promote order and price stability in the interna-

~tional market.

Some members of the working party reqﬁested that the United
States re-examine its programs for dairy produétsuwith a' view to re-
dﬁcing or eliminating the existing import restrictions. Others felt
that the waiver should either be discontinued or limited to a defin;te
time period. Finally, one member suggested that the Contracting Par-
ties ask the United States to present at the next annual.review of its
waiver, proposals for a progressive relaxation of restriétions on
products subject to the waiver. »

The Contracting.Parties adopted the report of the working-p;rty,
following an extensive discussion during which several GATT meﬁbers
reiterated much of the éforementioned criticism of U.S. import restric-

tions on agricultural products.
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U.S. Export Subsidy on Unmanufactured Tobacco

In November 1966, Malawi had requested consultations under article
XXII of the General Agreement with the United States concerning an ex-
port subsidy on ummanufactured tobacco that the United States had intro-
duced in July 1966. Iater, Canada, India, and Turkey indicated that
they wished to participate in the discussions. Representatives of the
respective countries held two rounds of consultations--the first in
February 1967 and the other in November 1967. The second round was held
with the members of a working party, which the GATT Council had estab-
lished earlier to examine the matter.

The subétance of Malawi's complaint was as follows: (1) The Con-
tracting Parties were not formally notified that the subsidy had been
imposed until after it had been put in effect, so that GATT members,

- whose interests were adversely affected, were in no position to make
representations; (2) the subsidy should be removed because the United
States had neither adequately justified its use, as required by article
XVI of the General Agreement, nor indicated the effects of the subsidy
on the trade of less-developed contracting parties, as required by

Part IV of the Agreement; (3) since more than 90 percent of the tdbacco
grown in Malawi was exported and such exports accounted for a third

of its foreign exchange earnings, the subsidy constituted a threat to
the country's economy; (h) the United States did not provide quantita-
tive estimates of the effects of the subsidy on U.S. exports of tobacco;
and (5) the subsidy adversely affected the well-being of thousands of
small farmers in Malawi, who depended on this industry as their principal

source of income.
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The representative of Canada said that his country, which was a

. major producer of flue-cured tobacco--the type that accounted for 80
percent of U.S. tobacco exports--was particularly vulnerable to the
export subsidy; that of Turkéy expressed concern that a reduction in
prices of tobacco types subsidized by the United States, might lead
manufacturers to use less Oriental leaf tobacco, which was the type
primarily produced in his country. The representative of India described
the importance of tobacco in his country's economy, particularly as. a
source of foreign exchange earnings. He feared that increased U.S. ex-
ports of subsidized tobacco might reduce the market for tﬁe types of
tobacco supplied by other countries. He said, ﬁoreover,‘that the sub-
sidy would have unfortunate repercussions on his country's development
efforts. Certain members of the working party added that they saw 1lit-
tle economic necessity for the U.S. action in introducing the subsidy
on unmanufactured tobacco.

The representative of the United States responded to the principal
issues raised by the other GATT members by: (1) describing in detail the
measures that had been introduced to subsidize U.S. exports of unmanu-
factured tobacco; (2) indicating that the U.S. Government considered
the subsidy to be consistent with its obligations under article XVI and
Part IV of the General Agreement; (3) explaining that his Government's
aim in introducing the subsidy was, not to obtain a disproportionate
share of the market, but to arrest a persistent decline in the U.S.
share of world tobacco exports; (4) indicating that 1966 data on U.S.

exports of the major types of tobacco demonstrate that the subsidy had not
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adversely affected the trade of other tobacco-exporting countries; (5)
explaining that the purpese of the U.S. price-support program for tobacco
was to provide growers with a reasonable income and, at the same time,
achieve a modicum of equilibrium between supplies and requirements, in-
cluding exports.

The working party concluded that on the basis of the available evi-
dence, it was not possible to demonstrate conclus?vely that the applica-
tion of the U.S. export subsidy on unmanufactured tobacco had adversely
affected the trade interests of Malawl and the other participating coun-
triés. It indicated that the United States should hold consultations
with interested contracting parties before it decided to increase the
amount of the subsidy, in the event such action were considered in the

future. At their 24th Session, the Contracting Parties adopted the re-

port of the working party without further action.

Preferential Tariff Treatment

At their 2L4th Session, the Contracting Parties considered three
requests for extensions of walvers of most-favored-nation obligations
they had assumed under article I, These waivers, which had been grantéd
under the authority of article XXV: 5, permitted the recipient countries
to accord preferential tariff treatment to imports from designated coun-
tries. The Contracting Parties also examined reports by France and the
Federal Republic of Germany regarding their trade relations with the
Saar, and one by the United States on the implementation of its agree-

ment with Canada involving trade in automotive products.
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Australian Tariff Preferences for
Less Developed Countries

In August 1967, Australia submitted its first report on a system
of preferential rates of duty, which it accorded imports of manufactured
and semimanufactured commodities produced.in less developed countries.
The report was made pursuant to a waiver that had been granted by the
Contracting Parties in March 1966 permitting Australia to accord such
preferential rates. 1/

The report indicatéd that, during the year, the number of products
under quota subject to preferential treatment had been ingreased,'and
that the variety of handicraft products of IDC origin accorded duty-
free treatment had also been expanded. During the short period that
the system of preferences had been in effect (since mid-1966), imports
from less developed countrieé had increased considerably. The Austra-
lian Government, moreover, intended to continue its efforts to bring
more products of LDC origin under the cover of the waiver.

At the discussion that followed, several GATT mémbers'expressed
support for the Australian preferential system, but favored a more
generalized system of‘tariff preferences for less developed countries.
None of the Contracting Parties, except Cuba, objected to having the
name of the Republic of China added to the list of countries and terri-
tories benefiting from the system of tariff preferencés established

by Australia. The Contracting Parties took note of the report without

any further action.

1/ Operation of the Trade Agreements Program, 18th report {processed),
pp. 111-112.
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Italian: Special Customs Treatment for Certain
Products of Libya

In November 1967, both Italy and Libya submitted to the Contract-
ing Parties their 14th annual reports under a waiver that permitted
Italy to accord special customs treatment to cerfain products imported
from Libya--a country with which Italy had had special relations before
World War II. The waiver, which had been extended for the fourth time
in January 1965, was due to expire at the end of 1967. 1/

In the statement submitted to the Contracting Parties, Italy de-
scribed the.Qeveldpment of its trade with Libya during 1964-66, par-
ticularly of imported products accorded preferential customs treatment.
Betﬁéen 1965 énd 1966, Italy's imports of Libyan products acéorded pref-
erential treatment had declined by more than 60 percent, whereas imports

from all other countries had increased by about 4O percent. Imports of
Libyan products accordgd such preference accounted for only about a
fourth of one percent of Italy's imports of these products from all
sources and for less than a fifth of one percent of Italy's total im-
ports from Libya. Duty-free imports into Italy from Libya, other than
the produﬁts subject to duty-free treatment under the preferential sys-
tem had increased substantially between 1965 and 1966, but the increase
was accounted for almost entirely by increased imports of crude petro-
ieum oils, Conversely, duti;ble imports from Libya declined greatly
during the same period. Accordingly, the report concluded that the

preferential treatment that Italy accorded the products of Libya had

u 1/ Operation of the Trade Agreements Program, 17th report, pp. 46-L7.
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not adversely affected exports of similar products from other countries
to Italy. |

The Italian Govérnment emphasized that Libya's large exﬁorﬁs of
crude petroleum oils to all countries were likely to stimulate its
economic development. It expressed the belief that maintainence
of the preferential customs treatment for other products might also
contribute effectively toward that goal. . It, therefore, agreed with
the Govermment of Libya.that a further extension of the special customs
treatment for 3 years to December 31, 1970, would assist that country
to develop its industry and agriculture and to diversify its exports.

At the 2lth Session, the Contracting Parties established a working
party to examine Italy's request. It recommended that the waiver be
extended to December 31, 1969, and that certain itéms—-oilseeds, vege-
table oils, fish other than tunny, and casings--be deleted from fhe'A
list of products enjoying preferential treatment. The working party
further recommended that the arrangement be again reviewed before the
end of 1968. The report was adopted by the Contraéting Parties with-

out any further action.

Italian Preferences for Products of Somalia
In November 1967, Italy also submitted a request for extension
of a waiver that had authorized it to grant preferential customs and
fiscal treatment to certain products of Somalia--anothef country with
which Italy had special relations before World War II. The original

waiver had been granted to Italy in 1960 and its latest 2-year
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extension was due to exfire at the end of 1967. The new request was
for an additional extension of 6 months to mid-1968.

In submitting its request, the Italian Government stated that, by
the middle of 1967, Somalia had improved subsfantially the techniques
for producing and marketing its principal export product--baﬁanas--and
had improved its ;ompetifive position in the world markets. As a re-
sult, the Ttalian Government had initially believed that the special
customs'and fiscal support for Somali products wo;ld not be required
beyond the end of }967; The crisis that had occurred in the Middle
Eﬁst in mid-1967, however, follcwed by the closing of the Suez Canal
and the ensuing transportation difficulties, had serious repercussions
on exports of bananas fram Somalia. 1In the light of this new situa-
gién, theréforé, the Ttalian Government felt that a 2-year extension
tq December 31, 1969, of the special customs treatment would mitigate
some of the difficulties that Somalia had encountered in selling
“abroad its principal.export products. The request stipulated that
the preferential treatment accorded by Italy to imports of Somalil
bananas be limited to imports amounting to 1 miilion quintals a year.

The working party established to examine Italy's request for )
extension of the waiver recormended that the Government of Italy be
perﬁitted to: (1) grant until June 30, 1968, duty-free freatment to
imports of prepared or preserved meat and fish originating in Somalia;
and (2) impose, until December 31, 1969, a lower consumption tax on a
limited quantity of Somali banenas (not more than 1 million quintals

annually) than on bananas from other sources., The report of the



97

Working Party was adopted by the Contracting Parties without further

action.

Franco-German Treaty on the Saar

At the 2Lth Session of the Contracting Parties, both France and
the Federal Republic of Germany submitted their tenth annual reports
on actions under a 1957 waiver involving theilr trade relations with
the Saar. ;/ In 1959, pursuant to a treaty, signed in 1956, between
France and the Federal Republic of Germany, the Sasar had become part
of the West German customs and currency area; thereupon, duty-free
trade between France and thevSaar became subject to annual quotas.
In their reports, the two GATT members indicated that in'l966 French
exports to the Saar approximated 61 percent of the value of the quota
provided for in the Treaty, while French imports from the Saar were
valued at about 59 percent of the quota. The Contracting Parties
took note of the exports without discussion.

Agreement on Automotive Products Between Canada.
and the United States

On December 20,'1965, the Contracting Parties had granted'the
United States a walver, from its obligations under article I:1 of the
General Agreement, that permitted it to accord duty-free treatment to
certain automotive products imported from Canada under the U.S.-
Canadian Agreement on Automotive Products. In accordance with the

provisions of the waiver, in June 1967, the United States submitted

1/ Operation of the Trade Agreements Program, 1T7th report, p. 47;
also 16tn report, p. 2L4; 15th report, p. 40; and lith report, p. 35.
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to the Contracting Parties its first report on the operation of the
Agreemenﬁ during the perioa January 18, 1965 to December 31, 1966.

The United States reported that during the period 1964-1966,
motor vehicle production in both the United States and Canada, as well
as automotive trade between the two counfries, had expanded éignifi-
cantly. This expansion was attributed primafily to greater special-
izétion of production in the automotive industries of the two.coun-
tries. The Canadian industry, for example, had achieved larger pro-
duction runs of fewer models of vehicles while it had discontinued
production of models that could be imported more cheaply from‘the

United States.

Implementation of the Automotive Products Trade Act of 1965

In giving account of its activities under the waiver, the United
States explained that implementation of the Automotive Products Trade
Act of 1965 had required it to take two important actioms: (L) to
‘modify the Tariff Schedules of the United States (TSUS), and (2) to
establish an Adjustment Assistance Board. The U.S. tariff schedules
had been modified by Presidential proclamation on October 21, 1965,
to extend duty-free treatment to certain automotive products imported
from Canada. AThis treatment applied retroactively to January 18,
1965--the date on which the Canadian Government's Order in Council
establishing duty-free treatment on similar products imported from
the United States became effective.

The President had also established an Adjustment Assistance

Board. The Act provided that, under special procedures that were
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‘to remain in force until June 30, 1968, firms or groups of workers
might petition the President for certification of eligibility to aﬁply
for adjustment assistance. Thereafter, the procedures provided for
in the Trade Expansion Act of 1962 were to become applicable. By the
end of 1966, the Board had received (but not acted upon) five peti-
tions from groups of workers for determinations of eligibility to
épply for adjustment assistance. No petitions had been submitted by
firms.

U.S.-Canadian trade in motor vehicles
and motor vehicle parts

The United States reported to the Contracting Parties that U.S.-
Canadian trade in automotive products had increased materially since
the two countries had signed the automotive agreement. In 196k--the
year before the agreement became effective--trade in automotive prod-
ucts (exports plus imports) between the two countries was valued ét
$730 million, of which $654 million were exports from-the United
States; in 1965, the corresponding figures were $1.1 billion énd
$860 million; and, in 1966, $2.1 billion and $1.3 billion. . This
marked increase in the flow of automotive products in both directions
resulted largely from the agreement and also from’the increased pros-
perity and business expansion in both cpuntries.

The report concluded that (1) during the short period that the
U.S.-Canadian Automotive Products Agreement had been in effect, U.S.

imports of automotive products from countries other than Canada
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continued to grow at a substantial rate; and (2) experience through
1966 appeared to bear:mnt"tie:expectation of the United States that
the Agreement would induce a more rational development of the automo-
tive industries in theftwp countries,

No requests for consultations were submitted by any members of
the GATT as a re;ult of the operation of the U.S.-Canadian Agreemen?.

The Contracting Parties took no action on this report.

Renegotiation of Tariff Schedules
During 1967, -Chile and Malawi continued to renegotiate their GATT
tariff conceésions with interested contracting parties under the pro-
viéions of article XXVIIT of the GATT. These countries had been
granted waivers from their obligations uﬁder article II, that had
permitted them to apply revised tariff schedules, which altered

duties that had been bound in the GATT.

Chile

In a communication dated November 1L, 1967, the Government of
Chile requested that a waiver from its obligafions under article iI
of the General Agreement, which it had been granted in December 1966,
be extended until the 25th Session of the Contracting Parties. l/
The waiver had permitted Chile to introduce on January 1, 1967, a
new customs tariff, which incorporated increases in the rates of

duty of a number of items. The Chliean Government stated in its

1/ Operation of the Trade Agreements Program, 1dth report (proc-
essed), pp. 118-119,
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note that the extension of the waiver beyond the current expiration
date of December 31, 1967, was required to permit Chile to complete
renegotiation of its schedule VII with interested contracting par-
ties to the GATT.

At their 2lth Session, the Contraéting Parties granted the re-

quested extension of its waiver.

Malewi

On November 6, 1967, the GATT Council appointed a working party
to examine a request by the Govermment of Malawi that it be author-
ized to maintain in effect certain increased rates of duty on items
that had been bound in its schedule of concessions tq‘the contract=-
ing parties, pending renegotiation of such incréasesvaﬁd examination
of its new customs tariff.

The report of the working party was submitted to the Contract-
ing Parties on November 17, 1967. It stated that the customs tar-
iff that Malawi, upon gaining its independence, had inherited in
July 1964 from the Feder;tion of Rhodesia and Nyasaland, had not been
adapted to the neehs of that country then in the early stage.of its
development. Accordingly Malawl had introduced a new schedule of
import duties and adopted the Brussels Tariff Nomenclature. Hence,
the Government desired to defer renegotiatiops of its schédule with
interested contracting parties until the second half of 1968.
Meanwhile, it expected to gain experience from the application of
its new customs tariff and incorporate in it all necessary adjust-

ments.
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The working party recommended that the Contracting Parties grant
~ Malawi the requestedawaivér from the provisions of articles I and II
of the General Agreement. The Contracting Parties approved this
recommendation at their 2L4th Session.
Other Developments Relating to the
General Agreement

During 1967, the contracting parties continﬁed other efforts to
reduce obstacles to international trade. To this end, they initi-
ated a va;iety of actions designed to: expand trade in primary prod-
ucts; facilitaté the disposal of surplus commodities; implement the
'cottoﬁ»textiles agreementj extend more fully the application of all
provisions of the General Agreement among members; and simplify con-

sular formalities.

'Efforts to expand trade in primary products

The search fdf means, acceptable Lo both importing and export-
ing countries, to expand the trade in primary products, was given
high priority by the Contracting Parties at their 234 Seséion.
Moreover, because of i1ts importance, they decided that the issue
be reexamined at the following Session.

At the 24th Session, the Director-General of the GATT presented
a report summarizing the méjor developments during the interses-
sional period, in the production, trade, consumption, and prices of

a score of primary commodities. The Director-General classified
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these commodities in three groups, as follows: (i) temperate agri-
cultural produdts (grains, dairy products, and beef and veal);‘(2)
tropical products (cocoa, coffée, sugar,voilseeds, and vegetable
oils); and (3) products (fibres, cotton, jute, kenaf, rubber, non-
ferrous ores, and metals). He deemed £hat developments during the
intersessional period involving the trade in these important commodi-
ties required the attention of the contracting parties. |

The report déscribed extenéively the problems of major impor--
tance within each product group. In the case of temperate agricul-
tural products, the report evaluated the policies and price-support
programs of both major industrial countries and fegional organiza-
tions. For the tropical products, the feporf appraised current
production and trade policies and, for the remaining products, ana-
lyzed the effect of recent price-fluctuations in international mar-
kets upon fhe respective producers. Accordingly,Afor‘each commod -
ity examined, the imbact of its "problem" on the volume of %“rade and
prices was identified.

Representatives of less developed countries generally praised
the Director-General's report. They emphasized that falling prices
and declining exports of their primary products and, particularly,
restrictive import policies administered by industrial countries had
adversely affected the economies of their respective countries. The
representative of Ceylon called on the GATIT to engage in intensive

studies of commodities causing special concern--tea, rubber, and
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' cocogut products.  Meanwhile, it developed that the Food and Agri-
véulture Organization (FAO) had already been conducting such studies

for all major agricultural commodities, with a view to assessing the
desirability of initiating multilateral action for these products.

The representative of Canada noted that both industrial and less
developed countfies were affected by the commodity problems described
in the Director-General's report; moreover, since the economic develop-
ment and living standards of the producing count}ies depend heavily on
their export earnings from those commodities, there was urgent need

to stabilize the trade involved. The Contracting Parties agreed to

continue their discussion of these problems at their 25th Session.

.Disposal of commodity surpluses

During 1967, four countries--Australia, Canada, the United King-
dom, and the United Sﬁates-—reported, as required, on thelr activi-
ties in disppsing of cbmmodity surpluses, liquidating stocks of stra-
teglc materials; or in disposing of stocks otherwise held by govern-
ment agencies.

Australia reported that it did not maintain a regular program
for the disposal of surplus commodities, although the Government had,
occasionally, made gifts of commodities under its Colombo Plan.
Glfts, consisting primarily'of equipment for development projects,
had been made by the Government of Australla in response to requests
by various less-developed countries, | Unde¥ certain circumstances,

' glfts of wheat, flour, and skimmed milk had also been made, and the
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funds obtained from the sale of the products were used by the recip-
ient countries fo‘defray the costs of local development projecté.
During the period January 1, 1966 to June 30, 1967, Australia partici-
pated in an international emergency famine relief program t§ ald
India, by making a contribution in the férm of wheat. Smallér gifté,
primarily in the form of flour, had been made to a few countries in
Southeast Asia.

Canada reported that its Agricultural Stabilization Board had
no formal plan fof the disposal of commodities and that its holdings
of surplus stocks consisted of commodities that had been acquired as
a result of its price-support operations. Dufing the year ending
March 31, 1967, the Board disposed of its remaining stocks of canned
pork it had acquired in 1959; 1.2 million pounds of these stocks had.
been sold domestically, while 300,000 pounds had been destroyed be;
cause of spoilage. In addition, the Board had sold abroad 96,006
pounds of butter oil. »

The United Kingdom reported on its holdings of stratégic mater-
ials. During the period January 1, 1966 to June 30, 1967, the
Government disposed of, almost entirely through commercial sales,
9,833 tons of pyrites, 613 tons of tungsten ore, and 153 tons of
mica. Although the United Kingdom continue to maintain strategic
stockpiles of several essential foodstuffs, it reported that it had
no intention of liquidating them.

The report submitted by the United States described the govern- .

ment's disposal operations of commodity surpluses of both



106

agricultural commodities and strategic materials. The repor£ stated
that, during the calendar years 1965 and 1966, commodities valued at
$3 billion had been disposed of under all titles of the Agricultural
Trade Development and Assistance Act (Public Law 480). The 1966
value of commodities disposed of under each program ($1.3 billion)
was as follows:

Title I agreements (sales for local currencies )----$820 million;

Title IT agreements (donations and grants} --------- 80 million;

Title IIT agreements (donations to private and

intergovernmental agencies assisting needy
persons abroad )----=---cececmecccmeecceece——————— 131 million;

Title IV agreements‘(sales for long-term credit )--- 226 million.
Agricultural commodities worth $260 million had also been exchanged
for strétegic stockpile and other materials for use by U.S. Govern-
ment agenéies.

The U;S. report stated that during fiscal years ending June 30,
1966 and 1967, strategic materials having a value of $1.5 billion had
been disposed of. The U.S. Govermment had continued its policy of
disposing of stockplle surpluses in accordaﬁce with long-term plans,
preparéd after careful investigation of market conditions and consul-
tatiqns with friendly countries having a substantial interest in the
éammodities involved. The report indicated that the U.S. programs
fo: these materials were under continuous review. Thus, for
example, the rate of disposal had increased substantially in 1965 anq

early 1966, but declined sharply thereafter. Some of the most impor-

tant strategic materials, among some 30 involved in these disposal
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programs, were aluminum, columbium ore, copper, cordage fibre (abaca
and sisal), lead, manganese, molybdenum, nickel, platinum, rubber,
tungsten, and zinc.

The U.S. repért also gave a brief account of the revised Public
Law 480 (Food for Peace Act), which became effective on January 1,
1967.  Under it, the Government was authorized to: (1) sell farm
préducts for local currencies or dollar credits (Title I); (2) make
outright donations of food, especially for famine relief (Title II);
(3) barter U.S. farm products for materials and services from abroad
(Title III); and (4) use the program to help friendly countries cope
with their own problems of food and population. The new law differed
significantly from its predecessor in that it placed greater emphaéis
on: making sales in dollars and on credit; providing aid in the fpym of
food from stocks of commodities that are "available" rather thaﬁ
"surplus"; making food available to children, especially by donation,
to meet their requirements for proteins, minerals, and vitamins; pro-
viding technical assistance to the recipient countfies to'help them
improve their produgtion of food; and making foreign currencies from
export sales available to support programs of family planning in the
recipient countries. )

At the 24th Session, the Contracting Parties devoted their
attention largely to the U.S. report. One GATT member, with obvi-
ous reference to the EEC however, expressed hope that, in disposing
of their surplus commodities, other countries would follow the rules
and procedures of the GATT. Several contracting parties expressed

their appreciation for the manner in 1™ich the United States had
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consulted with producimg countries before liquidating stockpiles. A
few contracting ;parties, 'in commenting about specific products, said
that U.S. disposdl gperations, having been conducted at a time when
world prices of the respective products were declining, had aggra-
vated the situation. The representative of'?akiétan said that even
a minimal redué;ionh(less than 1 cent) in the support-price of cotton
in the United States affected world prices generally and, thereby,
had serious economic :repercussions on the econoﬁies of those develop-
ing countries ﬁhgm’ﬁgpended heavily on cotton for their earnings
from exports. Indonesia felt that no releases of rubber should be
effected at. priees less than 20 cents a pound. The representative
of India sald that “the whole problem of surplus disposal must be
viewed in the light of the need to satlsfy consumer requirements in
~developing countries, which could not otherwise be met because of the
nonavailabiiity of forelgn exchange." l/

The répresentative of the United States suggested that the
existing procedures for consulting on the disposal of commodities be
enlarged to includg, not only disposal of sufplus products, but also
the disposal, via -aid programs, of food in the form of aid and com-
modities acqulired through domestic priee-support operations. The

Contracting Parties agreed.with this suggestion.

Trade ih cotton textiles

The Director General of the GATT, as chairman of the Cotton

Textiles Committee (CTC), reported at the 2hth Session of the

1/ GATT &R. 24/1L, p. 131.
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Contracting Parties on developments respecting the Long-Term
Arrangement Regarding International Trade in Cotton Textiles (LTA).
The Committee had held the fourth annual review of the LTA in Sep-
tember 1966; at that time it had considered whether the LTA should
be extended, modified, or discontinued.  Negotiations between the
participating countries were conducted to determine the conditions
under which the LTA would operate? if it were extended. These
negotiations, which continued into the Spring of 1967, culminated in
a decision to extend the Arrangement for 3 more years (to Septem-
ber 30, l970).l/ The Director General added that it had been his
hope that the renewal of the LTA would assure-more.libgral access
to the markets of the importing countries and that substantial duty
reductions on cotton textiles would be effected at the Kennedy Round,
but that his expectation ﬁad not been fulfilled. A protocol pro-
viding for the extension of the LTA had been accepted by all former
adherents to the LTA and had entered in effect on October 1, 1967,
The Director General sﬁggested that the next annusl review of the
LTA be held in the latter part of 1968.

Several cotton exporting countries commented on the operations
and objectives of the LTA. The representative of Japan said that
the LTA was inconsistent with objectives of the GATT and urged the
importing countries to liberalize access to their markets for cot-
ton textiles. He also urged that the restrictive measures main-

tained under the LTA be limited strictly to cotton textiles. The

1/ The negotiations are also discussed in chapter L of this re-
port. ‘
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representative of Brazil said that his Government continued to oppose
the LTA because it violated basic principles of the GATT and inter-
national commitments taken in UNCTAD. He added that a set of ob-
jective criteria should be developed to assess whether "market dis-
ruption" had occurred. The representative of the United Arab Repub-
lic said that the LTA should be looked upon as "a transitional meas-
ure designed to achieve liberalization through such structural ad- |
justments as might be required." 1/ He appealéd to importing coun-
tries to administer the LTA more liberally. The representative of
Pakistan said that the trade policies pursued by the developed coun-
tries, as they related to cotton textiles, had seriously impaired -
his country's balance of payments and delayed the implementation of
its development plan. He urged the developed countries to show
greater understanding of the problems of developing countries and
suggested fhat the Secretariat ascertain what adjustments the devel-
oped countries had initiated to ensure thét the objectives of the
LTA had been met. The representative of India felt that the con-
tracting parties had beéome increasingly aware of the difficulties
encountered by developed countries importing textiles, as well as

of the urgent needs facing the exporting developing countries.

He suggested that the preferential tariff treatment granted by
developed countries to imports of cotton textiles from developing

countries be extended.

1/ GATT SR.24/2, p. 2l.
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The Contracting Parties adopted the Committee's report on the

fourth annual review of the LTA without any further discussion.

Nonapplication of the agreement between
particular contracting parties

During 1967, several contracting pérties continued\to invoke
the provisions of article XXXV against other members of the GATT,
pafticularly Japan. Article XXXV provides that the Agreement or,
alternatively, article II thereof, shall not apply between any two
contracting parties if either, at the time that it accedes to the
General Agreement, does not consent to such application. Arti-
cle IT incorporates into the General Agreement the tariff and
other concessions that apply to GATT members.

During the intérsessiqnal period, Guyana, Barbados, and Trini-
dad and Tobago had ceased to invoke the provisions of article XXXV
of the General Agreement against Japan. Moreover, on November'3,
1967, the Govermment of thé United Kingdom notified the GATT Secre-
tariat that, in behalf of ten Dependent Territories, ;/ it would
no longer so invoke the article. Accordingly, the provisions of
- the GATT would apply between these Territories and Japan.

At a meeting of the Council on November 6, 1967 and, at the 2hth
Session of the Contracting Parties, the representative of Japan com-

plained that, despite these actions, a large number of contracting

1/ British Virgin Islands; Brunei; Cayman Islands; Dominica;
Figi; Mauritius; Qatar; St. Kitts, Nevis, and Anquilla; St. Lucia;
and the Trucial States (Abu Dhabi, Dubai, Sharjah, Ajman, Ras al
Khaimah, Umm al Queiwan, and Fujairah).
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parties comtinued to invoke article XXXV, thereby preventing Japan
from developing better trade relationships. Canada, Denmark, India,
and the United States supported his appeal. The representative of
Nigeria said that his country applied fully the provisions of the
GATT to Japan on a de facto basis and that legislation had been
introduced in the Nigerian legislature that would permit the Govern-
ment to assume GATT obligations with respect to Japan. The Contraé;
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